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WORLD NEWS BUSINESS NEWS 


US rethinks policy 
of taking sanctions 
against countries 
trading with Iran 

Washington Is rethinking Its attitude 
to sanctions against European and 
Asian companies that invest in Iran's 
energy sector, said Jim Steinberg, 
deputy national security adviser. The 
statement confirmed a new caution 
in US deliberations on whether to 
penalise Iran's partners and Incur the 
risk of a transatlantic trade war. 

Page 12 

Inland wants Canada In Eta 

Iceland said tt had begun talks wtth 
Canada aimed at admitting It to the 
European Free Trade Association. R 
b one of the first attempts to Include 
a North American government in a 
pan-European tracing group. Page 3 

Italy's employers fight short week 

Confindustria, the Italian employers' 
federation, b to decide tomorrow 
whether to withdraw from a landmark 
agreement on incomes policy in 
response to the government’s deci- 
sion to move towards a 35-hour 
working week. Page 3 

N Ireland taHts get deadline 
Former US senator George Mitchell, 
chdrman of the Northern Ireland 
talks, sat the first eocpfldt target date, 
April 9, to bring the peace process to 
"a swift and favourable conclusion’. 
Page 7 

C&nton voices sorrow n Rwanda 

Touring US president Bill CGnton met 
maimed survivors of Rwanda's 1994 
genocide and acknowledged the 
world had not done enough to stop 
It Page 6; Lax, Page 12 

LAerab hold Nova Scotia 
Canada's Liberal party appeared to 
have survived the Nova Scotia elec- 
tion; retaining the right to govern the 
Atlantic province with only 19 seats 
In the 52-seat legislature - tied with 
the New Democratic party. Page 5 

United pressure on Milosevic 

Russia Joined western countries in 
Insisting that Yugoslav president 
Slobodan Milosevic make an urgent 
start to autonomy talks with the 
Albanians of Kosovo. Page 3 

US envoy weighs Mtdeast posh 

US envoy Dermis Ross b to arrive In 
the Middle East today to assess 
whether the time Ls right for the US 
to put forward proposals to kick-start 
iaraeB- Palestinian talks. Page B 

Hong Kong fights another flu 

Hong Kong faced another health 
scare as a lethal "Sydney flu” strain 
of Influenza was suspected of killing 
two men In their 60s and leaving a 
chftd critically iU. 

Gains expected fen Indonesia taDcs 

Bankers said talks today on renego- 
tiating more than $80 bn of Indone- 
sian private offshore debt were 
exported to narrow down to two 
proposals that might may end 
months of dearflock. Page 4 

Argentina moves to end amnesty 

Argentina's lower house of Congress 
voted to repeal laws granting 
amnesty to perpetrators of human 
r ig hts abuses during the m Bitary dic- 
tatorship of 1978-83. Page 4 

TV ads aimed at soccer thugs 

The UK government launched a TV 
campaign aimed at keeping soccer 
hooligans away from the World Cup 
co mpetition in France. Page 7 


SocGen to set up 
film finance unit 
in London for 
European films 

Sod&6 G6n6rafe. the French banking 
group, today launches a London- 
based film financing division to take 
advantage of the revival of the Euro- 
pean film Industry. Page 13; Link-up 
with RueseB, Page 15 

Recent rises in US stocks have 
sparked fresh debate about share 
price valuations, and whether the US 
market b trading at dangerously high 
levels. Page IS; Lex, Page 12; 

Tech sector leads rise, Page 34 

SAP shares fail after the German 
software group repeated its warning 
that growth would slow and outlined 
a “virtual stock” plan to help it retain 
employees. Stocks closed DM4 
lower at DM791 ($432.24). Page 16 

The EU has appealed against a WTO 
Judgment that Britain and Ireland 
breeched rules by reclassifying 
computer equipment to higher-tariff 
categories. The complaint was 
brought by the US. Page 6 

News Corporation, the media group, 
has been excluded from the Austra- 
lian market for terrestrial digital tele- 
vision broadcasting far at least 
another decade. Page 4 

Norsks Skog, one of Europe’s 
biggest newsprint producers, has 
signed a letter of fritent to acquire a 
stake in Thailand's only newsprint 
mill. Shin Ho Paper. Page 18 

Bampes PopuMras, the French 
co-operative banking {poup, rescued 
Paris-based business bank Natexb in 
a friendly takeover worth FR7bn 
($1.14bn). Page 16 

Skaotfinaviska EnskRda Bankan, 

the Swedish bank, has bought a 
stake in Sampo, Finland’s largest 
Insurer, from Swedish- Finnish bar* 
MeritaNordbanken. Page 18 

EasyJet, the tow-cost UK airline, will 
announce today that it has bought a 
40 per cent stake In TEA Switzerland, 
a Swiss charter carrier with four 
leased Boeings. Page 21 

Tetattmca, the Spanish telecoms 
(poup, plans to raise Pta600bn 
($3.87bn) In new capital, signalling an 
agjpessive phase of acquisition 
activity in Latin America Rage 13 

Singapore bunched the biggest 
convertible bond out of Asia with a 
SI bn issue exchangeable Into shares 
of Singapore Telecom. 

Page 13; Bonds, Page 22 

Leadmg aluminium companies are to 
make a second attempt to acquire 
Venezuela's troubled aluminium 
complex, one of the world's largest, 
under new conditions. Page 20 

Aigentaria, the privatised Spanish 
banking group, plans to merge Its 
main units to realise latent capital 
gabs and reduce costs. Page 15 

(HA, Italy's second largest insurance 
group, is looking for a partner to help 
develop a new residential and com- 
mercial property company. Page 15 

World Equity Markets 

The latest trends and data from more 
than 50 national mwfcets at a glance 
Page 33 


Russia plans 
to dismiss 
200,000 state 
employees 

Minister insists IMF-supported $6.7bn 
austerity programme will go forward 


By Chnfs fla Freeland In Moscow 

Hie Russian government plans to 
sack more than 200.000 state 
employees and slash Rbs40bn 
($6.7hn) from its spending com- 
mitments as part of a radical aus- 
terity p m g u mmie wlmpri at bol- 
stering the country’s shaky 

public a mirrictpr gniri 

yesterday.. 

The move comes in the wake of 
Russian president Boris Yeltsin's 
dismissal of the entire govern- 
ment this week. But Alexei 
Kudrin, deputy minister of 
finance, indctpH political uncer- 
tainty would not slow the cost- 
cutting drive. 

Mr Kudrin, one of the main 
authors of the austerity pro-, 
gramme, said the drastic job cuts, 
including 68,000 teachers and 
22,000 medical staff, were part of 
a sweeping plan to sack 10-15 per 
cent of the federal government’s 
employees. 

Mr Yeltsin has asked his offi- 
cials to propose a new govern- 
ment next week, but the finance 
ministry is expected to remain 
largely intact 

The restructuring drive is 
likely to have an immediate 
effect an millions of Russ ians as 
the federal government pushes 
ahead with the dismissals over 
the next three or four months. 

Hie redundancies are part of a 
programme agreed with the 
International Monetary Fund, 
known as the Kudrin -Fischer 
plan, to reduce government 
expenditure. ' 

Mr Kudrin told the Financial 
Times that the finance ministry 
had already targeted 203,000 jobs, 
ranging from bureaucrats to doc- 
tors. 

He expected the overall num- 
ber of redundancies this year to 
be even higher. So far only half 
of Russia's vast state machinery 
has fallen under the finance min- 


VW opens battle for 
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By &aham Bovriey n Wolfsburg, 
Roger Tayfor to London and WBDara 
Lewis tojtew York . 

The battle for control of 
Rolls-Royce Motor Cars began in 
earnest yesterday when Volkswa- 
gen of Germany became the first 
group to make a public bid for 
the UK luxury carmaker. 

Its move came as a second 
potential bid. involving Daimler 
Benz, appeared to have stalled. 
D aimle r has repeatedly denied H 
would bid for Rolls-Royce. How- 
ever, it had been working on a 
joint bid with Goldman Sachs 
under which it would have taken 
a minority stake, with Goldman 
committing its own funds to take 
a majority holding. The plan has 
now been ditched. 

Ferdinand PiSch, VW chair- 
man, revealed that Europe's big- 
gest carmaker had submitted its 
bid for Rolls-Royce to Vickers, its 
parent company, on Tuesday 
afternoon. He refused to give 
details about the price offered. 
Vickers shares rose 7‘Ap to 233p. 

The spotlight will now fall on 
BMW, the German carmaker 
which has been considered the 
favourite to take over 
Rolls-Royce from Vickers. It has 
links with Rolls-Royce and sup- 
plies the engines for the new Sil- 
ver Serai* model. 

BMW confirmed the company 
still planned to bid. “BMW will 
put a bid in at the appropriate 
time.” the company said. 

Speculation continues about 
other passible bidders. 

Doughty Hanson, the private 
capital group, is believed to be 
preparing a bid. In addition, two 
groups of Rolls-Royce enthusiasts 
are working on offers. One, 
involving Kevin Moriey, the for 


mer director of Rover, is thought 
already to have put in a bid. The 
other, headed by Michael Shrimp- 
ton, a lawyer, is planning to 
make its offer next week. 

Daimler Benz's absence from 
the auction will come as a blow 
to Vickers’ hopes of generating 
competition between the three 
big German car groups. 

Vickers is looking to raise over 
£3 00m ($500m) from the sale 
although early indications are 
that initial bids could be as low 
as £250m - a price thought unac- 
ceptable to Vickers. Bernd Pis- 
chetsrleder, BMW chairman, has 
said BMW would not “overbid". 

VW’s bid underlines Mr Pitch's 
ambitions to expand VWs car 
range Into the upper luxury 
vehicle sector. He said yesterday 
this would happen irrespective of 
the outcome of the Rolls-Royce 
bid and that VW would consider 
creating its own luxury brands if 
the bid failed. 

Robert BQchelhofer, the board 
member who is overseeing VW’s 
bid, said: “We want to be in the 
top segments of the automotive 
world. We are convinced that 
baying Rolls-Royce and Bentley 
[Rolls-Royce’s sister marque] 
would be a very interesting and 
attractive way of moving into the 
top segment" 

The bidding process is expected 
to continue for several weeks. 
Vickers hopes to get initial bids 
in over the next week and a half 
and will then allow all the bid- 
ders involved time to consider 
raising their offers before nar- 
rowing the field. 
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EUROPEAN BANKING CHIEF WARNS ITALY AND' BELGIU M OV ffl EMU MEMBERS HIP 



istry’s scrutiny. 

Over the next month equally 
deep job cuts would be made in 
the remaining areas. 

Mr Kudrin indicated that the 
mass job cuts and sharp reduc- 
tion In government spending 
commitments were not at odds 
With Mr Yeltsin's ripmanri this 
week that the cabinet focus more 
on social issues and on improv- 
ing the lot of the average Rus- 
sian. 

He said the cuts would 
hrighten the national mood by 
ensuring the government had 
enough cash to pay the employ- 
ees who remained on its payroll 

“Everyone else will be paid on 
time and the social tension will 
decrease," he said. 

The radical redundancy pro- 
gramme would tp pan a chaotic 
shift of much of Russia's vast 
state-supported social welfare net 
into the private sector. 

The government austerity 
drive comes at a time of contin- 
ued uncertainty over the fate of 
Anatoly Chubais, the forma - first 
deputy prime minister who was 
once seen as Russia’s foremost 
reformer but was fired this week. 

Mr Kudrin, a Chubais protegfc, 
said yesterday afternoon that the 
government would nominate Mr 
Chubais to become chairman of 
the board of Unified Energy 
Systems, the national power com- 
pany, a post that would make the 
ousted minister one of the most 
influential people in the Russian 
economy. 

But by yesterday evening, Mr 
Chubais appeared to have lost 
political momentum. Instead, 
Boris Brevnov, the widely 
respected former commercial 
banker who is running UES. said 
he would stay. 




Paun for thought Wim Dunenborg, president ot the Ernl, at yesterday's news conference- Picture Reuters 

Brussels backs 11 countries 
for single currency in 1999 


By Wolfgang ftKncftau 
and Andrew Ffebar to Frankfort 
andJLionei Barber to Brussels 

The European Commission 
yesterday formally recommended 
that. 11 European countries 
should adopt a single currency 
from 1999, but central bankers 
issued a sharp warning that Italy 
and Belgium had not done 
pnmig h to reduce their debt. 

In its report on economic con- 
vergence, the European Mone- 
tary Institute, the forerunner of 
the European Central Bank, 
expressed “ongoing concern" that 
the two. countries had made 
insufficient progress to reduce 
their debt ratio of ova* 120 per 
cent of gross domestic product to 
an agreed target of 60 per cent 

Wim Duisenberg, president of 
the Fml , said tire criticism was 
not at odds with the Commis- 
sion’s recommendation that the 
two countries qualify for eco- 
nomic and monetary union. 

All European Union member 
states bar the UK, Denmark. Swe- 
den and Greece are expected to 
join Emu next year. 

If, as expected, EU leaders fol- 
low the Commission's recommen- 
dation, Hip ulng ip currency amp 
will contain almost 300m people 


and account for 19.4 per cent of 
world GDP and 13.6 per cent of 
world trade. 

Mr Duisenberg yesterday 
hinted that a report from the 
Bundesbank, the German central 
h ank, on Friday, would closely 
follow the Emi’8 line, given that 
the Bundesbank president Hans 
Tietmeyer will have signed both 
documents. 

Mr Dulsenberg’s comment was 
seen as a warning to the Ger- 
mans not to deviate from the 
finely calibrated judgment that 
allows Italy and B elgium to qual- 
ify tor the single currency, the 
euro, in spite of reservations over 
their debt levels. 

Yves-Thibault de Silguy, EU 
monetary affairs commissioner, 
rejected accusations that coun- 
tries had used accounting gim- 
micks to manipulate the budget 
deficit figures to meet the 1997 
target of 3 per cent of GDP. 

The French and German 
employers’ federations welcomed 
yesterday’s reports. In a joint 
statement they said that if Emu 
was to succeed in the long run, 
members had to reform tax and 
welfare systems. 

The Commission also issued 
new forecasts predicting an aver- 


age 23 per emit growth in 1998 
for all members of the EU and 3.0 
per cent in 1999, up from 2.7 per 
cent in 1997. 

They have been shaved to take 
account of the Asian financial 
crisis and slower than expected 
growth in Germany. 

But a recovery should lead to 
the creation of 3.4 million jobs 
between 1997 and 1997 as the EU 
economy generates domestic 
rather than export-led growth, 
the Commission said. 

Jacques Sanler, president of 
the European Commission, urged 
EU leaders to break ftp deadlock 
over who should bead the Euro- 
pean Central Bank before May 2, 
when they formally choose the 
founder members of Emu. 

“We must not let the job 
become hostage to a personal 
quarrel," he said - a reference to 
President Chirac’s opposition to 
Mr Duisenberg. Mr Duisenberg 
acknowledged yesterday that the 
row might already have damaged 
the credibility of the ECB. 
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UFT-OFF FOR THE EURO TEE COUNTDOWN STARTS 


Keeping up the pace 
in the Emu race 


Europe converges 


Netherlands 


By Andrew Ftetier in Frankfurt 

European countries have 
made strenuous efforts to 
negotiate the hurdles on the 
way to monetary union, but 
will' they be able to keep 
the pace? That is the ques- 
tion at the heart of the final 
convergence report of the 
European Monetary Institute 
- soon to be upgraded to the 
European Central Bank - 
and the answer yet to 
become clear. 

The Eml clearly has its 
doubts, though it did not 
express them so strongly as 
to exclude the more shaky 
potential members of Euro- 
pean monetary union. In 
fact, Wim Duisenberg, the 
Emi’s president, said he did 
not think there were any 
arguments in its report that 
went against the European 
Commission's recommenda- 
tion that 11 of the 15 EU 
states should join at the 
start 

Bat while the Eml was 
gratified that “major 
improvements in terms of 
convergence" had been 
recorded since Its last such 


report in November. 1996, it 
made it vary clear that these 
must be continual 

In some countries, notably 
Italy, Belgium and Greece, 
the pace of fiscal progress 
needed to he accelerated con- 
siderably. All three have 
debt ratios of mare than 100 
per cent of gross domestic 
product against the Maas- 
tricht treaty requirement of 
60 per cent 

The Institute stressed its 
“ongoing concern" about 
whether progress towards 
meeting the Maastricht crite- 
ria could be sustained in 
these countries once Emu 
was under way next year. 
But when asked whether 
this meant that Belgium and 
Italy had failed to fulfil the 
criteria - Greece does not 
qualify for the first wave of 
entrants - Mr Duisenberg 
replied: “No, it does not 
m ean that." 

What it did mean was that 
countries bringing their debt 
ratios down from above 100 
per cent “will have to dem- 
onstrate sustained efforts to 
continue that process in a 
significant way”. 


ITALYPUBUC SPENDING WORRY 

Fiscal surpluses 
needed ‘rapidly’ 


The European Commission 
praises Italy’s “far-reaching" 
budget consolidation, writes 
Lionel Barber. The public 
deficit has fallen from 9-5 per 
cent of gross domestic prod- 
uct in 1993 to 2.7 per cent in 
1997. One-off measures such 
as last year’s partly refunda- 
ble euro- tax helped, but 
Brussels pays tribute to pen- 
sion reform and longer-term 
changes in taxation and the 
state budget 

The effect is likely to be 
neutral in 1998 but conse- 
quences in the medium-term 
are “potentially significant". 
Nevertheless, the single larg- 
est contribution to deficit 
reduction was lower interest 
rates, says the Commission. 

The EMI report expresses 
concern about the hig h level 
of government debt which is 
more than twice the Maas- 
tricht level of 60 per cent of 
GDP. It says “significant and 
persistent” overall fiscal sur- 
pluses are “rapidly" needed 
to be able to reduce force- 
fully the debt ratio within an 
appropriate time. 

It also highlights a 


Even European Union 
states with less alarming 
debt ratios needed to redou- 
ble their efforts. The Emi 
noted that the average debt 
ratio in the EU was still 
around 72 per cent 

Moreover, the fall in defi- 
cit ratios below the Maas- 
tricht level of 3 per cent of 
GDP and the decline in debt 
ratios had only occurred 
recently in many countries. 
Some of these redactions 
stemmed partly from one-off 
measures, thm igh the insti- 
tute did not single out any of 
these. 

It said that “within the 
context of a single monetary 
policy, the adjustments seen 
over the recent past need to 
he carried substantively fur- 
ther". 

In most countries, “deci- 
sive and- sustained corrective 
policies of a structural 
nature" were warranted. 
This was because of high 
and persistent unemploy- 
ment (largely structural), 
the fixture pensions burden 
from an ageing population, 
and high public debt levels 
which would weigh on some 
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budgets until the debts were 
reduced. 

In the case of Belgium, 
which last year bad a debt 
ratio of 122 per cent - 
though its deficit ratio was 
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only 2.1 per cent - the Eml also used for Italy and ratios further in order to 


ease the debt burden. 


said there was “evident Greece. ease the debt burden, 

ongoing concern" as to However, there were also 

whether this would come strictures for Germany and Even those countries in 
down swiftly enough. The France, which both needed the front of the pack cannot 
term “ongoing concern" was to bring down their deficit rest on their laurels. 


Even those countries in 


GERMANY THE UNIFICATION FACTOR 


Tax shortfalls and ageing population 


“marked ageing of the popu- 
lation" which - in the con- 
text of an unfunded public 
pension system - could raise 
public spending as a propor- 
tion of GDP. 

The Commission says Italy 
meets the debt criterion 
because the downward trend 
is more important than the 
actual level of debt Brussels 
singles out Italy’s strong pri- 
mary surplus - the budget 
surplus before debt repay- 
ments - which was 69 per 
emit of GDP in 1997 and sug- 
gests that debt reduction 
will “accelerate" in 1998 and 
in future years. 

The sale of state-owned 
agencies has bolstered 
receipts and is expected to 
continue to raise between 0.5 
and 0.75 per cent of GDP per 
year. 

The government has also 
announced its intention to 
bring down the debt ratio by 
around 3 percentage points 
of GDP per year. This would 
allow Rome to hit the goal of 
a government debt of 100 per 
cent of GDP by 2003. 


Without the financial burden 
of unification, Germany 
would have sailed through 
the Emu convergence crite- 
ria with little difficulty, 
writes Andrew Fisher. As it 
is, the country meets most of 
the criteria comfortably. 

But in the past seven 
years, its ratio of govern- 
ment debt to gross domestic 
product has risen sharply - 
from 419 per cent in 1991, 
well within the Maastricht 


FRANCE SCORING WELL 


limit of 60 per cent, to 619 
per cent in 1997. This year, it 
is likely to ease to 6L2 per 
cent 

“Without inclusion of uni- 
fication-related liabilities, 
the German debt ratio would 
have remained well below 
the 60 per cent of GDP refer- 
ence value," says the Euro- 
pean Commission. 

The deficit ratio, however, 
is comfortably below the 
required 3 per cent level. 


Last year, it was 2.7 per cent 
and in 1998 it is expected to 
ease to 29 per cent But the 
European Monetary Institute 
believes this rate of improve- 
ment is not enough to curb 
the debt ratio further. Thus 
“further substantial progress 
in consolidation" of the fis- 
cal position is needed to cut 
the debt ratio to 60 per cent 
or below in “an appropriate 
period of time". 

Such action would have to 


compensate for tax shortfalls 
and meet the terms of the 
stability and growth pact 
drawn up for European mon- 
etary union. 

The F.mi is also concerned 
about the longer term, and 
includes Germany among 
countries where it foresees 
“future budgetary chal- 
lenges”. These relate mainly 
to the ageing of the popula- 
tion expected from around 
2010. Since Germany has an 


unfunded, pay-as-you-go 
state pension system, future 
old-age spending is projected 
to place an inwwming strain 
on the economy, especially if 
benefits are not brought fur- 
ther under control. 

The Eml said there would 
have to be further retrench- 
ment in pension payments, 
“which is underlined by the 
fact that the burden of levies 
in Germany has reached an 
unacceptably high level”. 


Warning on budget deficit and debt ratio 


France is one of three EU 
countries - apart from Lux- 
embourg and Finland - 
which fulfil all the entry cri- 
teria for the single currency 
on a strict interpretation, 
writes Wolfgang Mfinchau. 

However, the European 
Monetary Institute (Emi) 
warns that France must con- 
solidate its budget deficit 
further to maintain its posi- 
tion. “The current fiscal 
positions, in terms of both 
overall and primary bal- 


ances, would not appear to 
be sufficient to stabilise the 
debt ratio at below 60 per 
cent," the Emi report said. 

The debt-to-gross domestic 
product ratio was 58 per cent 
In 1997, just below the Maas- 
tricht treaty's target of 60 
per cent. But the ratio had 
deteriorated by 229 percent- 
age points since 1990, largely 
because of higher spending 
on health, pensions and 
unemployment 

To maintain the current 


debt level. France will need 
to get its budget deficit down 
from 3 per cent of GDP in 
1997 to 29 per cent accord- 
ing to Emi forecasts, but the 
institution expressed scepti- 
cism about whether France 
was likely to achieve the 
improvement “The outlook 
is for virtually no further 
improvement in 1998 In spite 
of the favourable” economic 
situation, it said. 

France, however, scored 
well on the other conver- 


gence issues, both in terms 
of actual performance and ln 
terms of sustainability. In 
1997, inflation was 1.2 per 
cent, as measured by the 
harmonised EU consumer 
price index, well below the 
maximum target level of 2.7 
per cent 

France also easily fulfilled 
the conditions of exchange 
rate stability and long-term 
interest rates. But the Emi 
still called on France to 
strengthen policies to 


.enhance competition in 
product markets and to 
improve the workings of the 
labour markets. 

The European Commission 
gave a more upbeat assess- 
ment of the state of French 
public finances. It said 
France's 1998 budget was “a 
clear indication of the gov- 
ernment's commitment to 
budgetary consolidation” 
and concluded: “An exces- 
sive deficit no longer exists 
in France." 


NETHBILANDS CONCERN 

Dutch 

bank’s 

stern 

words 

The Dutch central bank had 
stem words yesterday for its 
Benelux partners, in a report 
commissioned by The Hague 
to help decide the govern- 
ment's position on candi- 
dates for the euro zone, 
writes Gordon Cramb. 

For Be lgium, “a matter of 
concern remains whether 
the debt ratio will suffi- 
ciently diminish and will 
approach the reference value 
at a satisfactory pace and 
whether sustainability of the 
fiscal position has been 
achieved,” the bank said. 

Not only did government 
debt remain, as in the case 
of Italy, more than double 
the Maastricht treaty target. 
But half the improvement 
achieved by Belgium in the 
last five years was “due to 
financial transactions,” it 
observed. 

Luxembourg, although top 
of the Emu class in eco- 
nomic and budgetary perfor- 
mance, was out of line in 
future legislation governing 
the functioning of its central 
bank. 

The report also warned 
against the danger of back- 
sliding at home. “The 
Netherlands is. according to 
recent figures, the only 
member state where the defi- 
cit in 1998 - in spite of rela- 
tively powerful economic 
growth - is expected to rise 
somewhat.” 

This meant that the 
“favourable cyclical condi- 
tions are therefore not being 
utilised to. speed up the defi- 
cit reduction, so that there is 
little or no room below the 
deficit ceiling of 3 per cent to 
absorb setbacks.” The Dutch 
public deficit stood at L4 per 
cent of gross domestic prod- 
uct last year. 

The bank has criticised 
the expansionary budget 
measures implemented by 
the government ahead of the 
general election on May 6. 
Nout Wellink, the governor, 
has been maintaining the 
admonitory tone often 
adopted by Wim Duisenberg, 
his predecessor. 

■Wim Kok, the prime minis- 
ter, preferred to focus on 
Italy in his immediate reac- 
tion to the reports by the 
central bank, the European 
Commission and Mr Duisen- 
b erg's European Monetary 
Institute. “Italy has substan- 
tial problems with its public 
debt and its deficit" he said. 
“It remains to be seen 
whether the Italian parlia- 
ment will provide the neces- 
sary support.” 


Right crumbles under threat of Le Pen 

Temptations to forge local alliances with the outcast National Front are 
splitting France’s two centre-right parties, writes Robert Graham 


T he worst damage in poli- 
tics is always self-in- 
flicted, as France's two 
main centre-right parties are 
bitterly realising. 

Both the Gaullist RPR and 
the moderate liberal UDF 
have only themselves to 
blame for creating the condi- 
tions for their own potential 
disintegration. They have 
long seen the threat posed 
by the competing claims to 
their electoral base by the 
extremist National Front; 
but like rabbits caught In 
the headlights of an oncom- 
ing car they have been para- 
lysed by the prospect 
They are paying the price 
for such paralysis. The 
National Front has seized 
the initiative in the wake of 
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the March 15 regional elec- 
tions; and this party - the 
pariah of French politics 
with its poisonous cocktail 
of racism and xenophobia - 
is setting the agenda. 

“We are the most responsi- 
ble for this setback,” Jean- 
Louis Debris, chairman of the 
RPR parliamentary group, 
said yesterday. But he was 
also quick to cast blame else- 
where. “For 15 years the 
Socialists have been giving 
the wink to the extreme 
right behind the back of the 
French." 

The RPR and UDF lost last 
May’s general election in 
good measure because the 
NF split the right's vote. 
Since then the RPR and UDF 
have been unable to rebuild 


their morale or establish a 
convincing programme to 
challenge the Soclallst-led 
coalition of Lionel Jospin. 

It was common knowledge 
during the regional election 
campaign that RPR and UDF 
members were considering 
opportunistic post-electoral 
alliances to ensure the left 
was prevented from extend- 
ing its previously slim grip 
on the regions. But the lead- 
ers seems to have been 
taken by surprise when last 
Friday five regions accepted 
NF votes to retain office. 

The five were all linked to 
the UDF, founded In 1978 by 
President Valery Glscard 
d'Estaing. The most high- 
profile dissident was Charles 
Mlllon, the new head of the 


Rhdne-Alpes region and a 
former defence minister 
close to President Jacques 
Chirac. They were immedi- 
ately suspended from the 
UDF and on Tuesday were 
invited to resign their 
regional presidencies or face 
expulsion. Additional pres- 
sure came from President 
Chirac who in a nationwide 
broadcast on Monday 
branded the National Front 
as undemocratic. 

A portion of the UDF 
believes the NF contains a 
more moderate element 
which can be coopted and 
that local alliances do not 
necessarily imply a national 
line-up in a general election. 
They argue that Bruno 
Megret, the NF number two. 


Draft bill to change 
Bank of France passed 


By Robert Graham in Paris 


French opponents of closer 
European integration will 
have their last chance to 
voice their concerns over the 
country’s loss of sovereignty 
under European monetary 
union when parliament next 
month considers legislation 
to alter the Bank of France’s 
statutes. 

The draft bill was 
approved by the Socialist-led 
government yesterday and is 
to be debated in the National 
Assembly on April 7. It is 
due to be completed before 
the European Union summit 
In May that will give the 
go-ahead to the euro. 

The legislation has been 
left until the last minute. 
But officials deny this was 


motivated by any fear that 
altering the Bank of France's 
statutes - surrendering sov- 
ereignty in monetary policy 
to the new European Central 
Bank - would provoke a 
political backlash. They 
insist the changes are purely 
technicaL 

However, the bill's 10 
articles underline just how 
much the Bank of France's 
role will be changed since it 
acquired Independent status 
in 1983. 

The current Article One 
entrusts the bank with 
responsibility for monetary 
policy to ensure price stabil- 
ity “in the context of the 
government's overall eco- 
nomic policy”. 

Under full monetary 
union, the bank will In 


future be “an Integral part of 
the system of European cen- 
tral banks. . . participating in 
the missions and respecting 
the objectives assigned to it 
by the treaty." Article Two 
concerning the management 
of foreign exchange Is 
largely removed. 

An unofficial reason for 
the delay in the legislation 
has been a behind the scenes 
tug of war between Paris 
and the European Monetary 
Institute (Emi), the forerun- 
ner of the European Central 
Bank, over when the trans- 
fer of these powers should 
take place. The French gov- 
ernment had sought to make 
the transfer as late as possi- 
ble - on January 1, 1999 - to 
coincide with the launch of 
the single currency. 



Le Pen {rjgtifl with (fie ‘reasonable' Megret Retire Reuters 


wants to bring his party into 
the mainstream and is not 
tarred with the same overt 
anti-semitism and virulent 
nationalism as the founder- 
leader Jean-Marie Le Pen. 

Even if the dissidents now 


recant and resign, the divi- 
sions have been too obvious 
and the disobedience too 
long not to undermine the 
credibility of the moderate 
right. At the same time the 
flirtation with the NF has 


removed a taboo about its 
p olitical legitimacy and Mr 
Megret has dangled before 
the voters a seemingly rea- 
sonable six-point programme 
of regional government 

Until now the strength of 
the moderate right has been . 
the illegitimacy of the NF 
and the residual legacy of 
Ognunil de Gaulle's national- 
ist populism. They have also 
been helped by a two-round, 
first-past-the-post voting sys- 
tem in general elections that 
has excluded the front (rt 
has one deputy but 15 per 
cent of the national vote). 
These strengths have been 
squandered as the RPR and 
the UDF have been con- 
verted into personal fief- 
doms at the expense of a 
coherent programme of gov- 
ernment. 

“An era has come to an 
end," Francois Bayrou, 
chai rma n of the UDF parlia- 
mentary group, said as his 
party gathered, to consider 


the fate of the five rebels. 
“We now have to build a 
new political party of the 
centre, centre-right." 

Talk of bringing the RPR 
and UDF under one roof has 
become more urgent, though 
not necessarily more proba- 
ble. There are too many egos 
with personal agenda and 
too much suspicion attaches 
to the ambiguous role of 
President Chirac. He 
founded the RPR as the heir 
to the Gaullist heritage and 
is now keen to form a new 
grouping that would rein- 
force his ambitions to stay 
on in the presidency. 

However, the head of state 
cannot easily be the effective 
bead of the opposition with- 
out straining “co-habitation" 
with the Socialist govern- 
ment He came close to parti- 
sanship this week in a TV 
address whose prime motive 
appeared to be a desperate 
attempt to rescue his friends 
In the moderate right. 


Communists warn Yeltsin 


By John Thondilll In Moscow 

Russia's Communist party, 
which dominates the lower 
house of parliament, yester- 
day vowed it would oppose 
the appointment of any new 
prime minister unless gov- 
ernment policy was changed. 

The Communists' hostile 
stance threatens to spark 
renewed confrontation with 
President Boris Yeltsin, just 
days after a sweeping minis- 
terial reshuffle designed to 
rein vigors te the govern- 
ment 

However, many of Russia's 
business and political lead- 
ers rallied to support the 
permanent appointment of 
Sergei Kiriyenko, the 35- 
year-old former energy min- 
ister, who was named acting 
prime minister on Monday. 
It appears Increasingly likely 
that Mr Yeltsin will submit 


Mr Klriyenko's candidacy as 
prime raintetar to parliament 
by the end of next week. 

Alexei Kudrin, the first 
deputy finance minister, said 
Mr Kiriyenko was a very 
“precise and responsible" 
man who had won the 
respect of the reformist team 
clustered around Anatoly 
Chubais, the former first 
deputy prime minister. 

“We have to grow such 
leaders [as Kiriyenko] and I 
am confident that the most 
important political forces are 
all ready to unite around 
him," he said in an interview 
-with the Financial Times. “I 
am ready to vote for him 
with two hands. . . I want 
to Say that the nh nhaia team 
fully supports Kiriyenko." 

Mr Kiriyenko, who has 
only been a minister for one 
year, also drew praise from 
figures as varied as Vagit 


Alekperov, the president of 
Lukoil, the ofl company, and 
Yevgeny Nazdratenko, the 
conservative governor of the 
far eastern Primorsky 
region. 

But Mr Kiriyenko failed to 
allay the suspicions of the 
Communist party in spite of 
meeting Its leaders yester- 
day. “He [Kiriyenko] is little 
known. He has never been a 
governor. He does not have 
die economic experience to 
run Russia’s huge economy. 
AH this would be a major 
obstacle to his approval if he 
Is proposed as head of gov- 
ernment.” said Gennady 
Seleznyev, the Communist 
speaker of the lower house 
of parliament. 

Some observers suggested- 
the Communists' threat to 
oppose the app oin t me n t of a 
new prime minister was pre- 
dictable but their antago- 

X 


nism was likely to melt 
when Mr Yeltsin turned up 
the political heat. 

The Communist faction, 
which made striking gains 
in the last parliamentary 
poll in December 1995, has 
continually shied away from 
direct confrontation with Mr 
Yeltsin for fear of provoking 
fresh elections. 

Mr Yeltsin has the consti- 
tutional right to dissolve 
parliament If it rejects his 
prime ministerial nominee 
three times. 

Mr Kiriyenko was quickly 
exposed to internati onal poj. 
itics last night when he was 
despatched to Moscow air- 
port to greet Jacques Chirac, 
the French president, and 
Helmut Kohl, the German 
chancellor. The two Euro- 
pean. leaders will, hold a 
“troika" summit meeting 
with Mr Yeltsin, today. 
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pAPiTAL ADEQU/VCY REQUIREMENTS 

Estonia aims to check 
current account deficit 

Estonia’s central bank said yesterday It was considering 
measures aimed at stowing economic growth and checking the 
spiralling current account deficit, which It said hit 13 per cent of 
gross domestic product last year. 

to 1096. the deficit stood at 9.3 per cent. According to preftnl- 
nary figures, the economy grew by 9 per cent In 1997. Strong 
domestic demand and a dynamic domestic financial sector 
stoked up the current account deficit. 

Peter Lohmus, central bank vtaenpreskient said the method of 
calculating commercial banks' capital adequacy requirements 
might be changed. This would affectively raise the capital ade- 
quacy requirement above the current 10 per cent, and fcsoe com- 
merciai banks to curtail lending. The central bank previously 
raised capital adequacy requirements from 8 per cent last Octo- 
ber. 

In the past year Estonia's commercial banks have had access 
to foreign credit at favourable international rates. This foreign bor- 
rowing has fuelled domestic consumption, contributing to the 
growing gap in the current account In a press release, the central 
bank also suggested the government might take further fiscal 
measures to stow economic growth. Mataj Vipotnft, Taffinn 

SLOVAK PRESIDENCY 


Meciar attacked on powers 

The Slovak opposition yesterday began a public campaign 
against the prime minister’s assumption of presidential powers. 
Vladimir Meciar took on most of these at the start of this month 
when the president stepped down without a successor in place. 

A large ralty in Bratislava on the tenth anniversary of a demon- 
stration against the communist regime launched a petition 
demanding that tha president's powers be temporarily vested In 
parliament it also called for the president to be directly elected 
on subsequent occasions, rather than being chosen by parlia- 
ment 

Parliament has made two attempts to elect a candidate with 
the required three-fifths majority. On April 10. it will make a third 
attempt So for the only candidate is Brigrta Schmoegnerova, the 
deputy leader of the former Communist party of the Democratic 
Left 

The government which has enough voles to block a candidate 
but not to impose one, has yet to put forward a nominee, 
although Mr Meciar has toyed with the Idea of standing 
himself. Robert Anderson 


UKRAINE ELECTIONS 


Tatars may get voting rights 

In an effort to defuse unrest around parliamentary elections next 
Sunday, President Leonid Kuchma of Ukraine is Hkely to grant 
voting rights to members of an ethnic minority who do not have 
Ukrainian citizenship, a presidential aide said yesterday. 

Mr Kuchma's advisers are drafting a decree that would allow 
about 20.000 Crimean Tatars to take part in the elections, the 
aide said. 

Crimean Tatar demonstrators dashed wfth ponce in the semi- 
autonomous Crimean region on Tuesday after the Ukrainian par- 
liament in Kiev rejected legislation that wodd have allowed some 
100,000 of their number who are not citizens of Ukraine to vote. 
Tatar leaders said they would urge Mr Kuchma to resolve the 
issue before the elections for the national parliament, the Crimean 
parliament and local bodies. Some warned of violence if the 
problem remained unresolved. 

Soviet delator Josef Stain exiled the Crimean Tatars en masse 
to Central Ada in 1944. Since the late 19BOs, more than 250,000 
members of the Moslem minority have returned to Crimea- They 
make up about 10 per cent of the Black Sea peninsula’s popula- 
tion. AP, Kiev 


TURKISH' POLLS 


Reforms first, says Ecevit 

Turkey’s deputy prime minister, B uteri Ecevtt, said yesterday the 
government wanted to push through reforms before considering 
the option of earfy polls sought by a key opposition leftist If 
early elections are seen as n ecessary, the date for them should 
only be discussed after parliament has passed reforms," Mr Ece- 
vit told a meeting of \vs Democratic Left party. “We do not want 
early elections but we do not fear them either.* 

A tax reform bill, passed by e parliamentary commission last 
week, is awaiting debate In the general assembly. Another draft 
tew to reform Turkey’s crumbling social security system Is being 
held up by toe government's leftist critics. 

Deniz Baykal, a leftist opposition power-broker, on Tuesday 
called for pods in the autumn in a speech rekindling speculation 
that elections would be held before they are due In 200Q. 

Turkish financial markets have bean weighed down In recent 
sessions by fears of early pods and a row between the military 
and the conservative-led government over how to combat Islam- 
ist activism. Reuters, Ankara 


VAT1CAN-POLAND RELATIONS 


Pope hails new treaty 

Pope John Paul yesterday hailed a new treaty between the Vati- 
can and Poland which governs relations between toe Polish state 
and toe Roman Catholic Church. "We had to wait tor this for 53 
years,’' toe pope said after a ceremony in which Jerzy Buzek, 
Poland's prime minister, aid Cardinal Angelo Sodano, toe Vati- 
can’s secretary of state, formalised a concordat 

The concordat was passed early this year by Poland’s parlia- 
ment which is dominated by centre- right groups. About 90 per 
cent of Poland’s population belong to the Catholic Church, at 
least nominally. 

“One cannot forget the system of totalitarian government in 
Poland when our nation was subjected to many humffiattons, 
many wrongs and limitations of freedoms," the pope said in a 
speech to toe Polish and Vatican delegations. 

The passage of the concordat followed a Church-backed deci- 
sion by the centre-right majority in Poland's paritement We test 
year to restore tough restrictions on abortion, which had been 
agfswi by the previous leftist administration. 

Among other provisions, the treaty makes chur ch ma rriages 
legally binding and provides for religious classes starting from 
kindergarten. Reuters, Vatican City 


PAPON TRIAL 


Wife’s death delays verdict 

The judge in the trial of the accused Nazi colteboratOT Maurice 
Papon adjourned the proceedings yesterday few tore days after 

defendant’s wile of 65 years. Mr Papon stewyare 

SdWdict In toe nearly 

next Wednesday. Before toe delay, a verdict had been due late 
“EEL Papon. 88. died of cancer 

ole’s home to Gretz-ArmainvilDers. a suburb east of Pans. 

main defence lawyer. Jean-Marc Varaufc began his dosing 
that the charges against his cflent 

. of ordering trie ones, lor deporwon 

1042-1944 when he was secrefory-^jeral of 

0,1 te 1 

for Jewish Questions. Reuters, Bordeaux 


Milosevic pressed 
on Kosovo dialogue 


By Pater Noreian to Bom 

Leading western countries 
and Russia insisted yester- 
day that Slobodan Milosevic, 
the Yugoslav president, 
make an urgent start to 
unconditional dialogue with 
leaders of the Albanian com- 
munity of Kosovo on greater 
autonomy for the Serbian 
province. 

Warning that they would 
keep up sanctions 'and apply 
further measures in four 
weeks’ time If necessary, the 
foreign ministers of the Con- 
tact Group - the US, Russia, 
Germany, France, Bri tain 
and Italy - said they expec- 
ted Mr Milosevic to take 
“personal responsibility for 
ensuring that Belgrade 


engages in serious negotia- 
tions cm Kosovo's status". 

Madeleine Albright, the 
US secretary of state, who 
chaired the group, said the 
timing of yesterday’s talk** , 
two weeks after a previous 
Contact Group meeting in 
London, was a measure of 
the danger of the crisis in 
Kosovo. About SO ethnic 
Albanians, including women 
and children, bave been 
killed during the Serbian 
crackdown of recent weeks. 

Mrs Albright told the 
meeting that Mr Milosevic 
had been “bobbing and 
weaving" in response to 
international pressure to 
commit himself to a solution 
in the province, where 90 per 
cent of the 2m population 


are ethnic Albanians. Prog- 
ress. she said, would be 
achieved only by sustained 
pressure. “If we settle for 
half measures, all we will 
get are half measures." 

She said also Mr Milosevic 
had not done enough to meet 
demands made in London. 
“We decided to focus all our 
diplomatic efforts on promo- 
ting an immediate start to 
dialogue," she said. Mr Mil- 
osevic “must embrace dia- 
logue publicly, enter it with- 
out preconditions, accept 
outside participation and 
take political responsibility 
for making it work". 

Robin Cook, the UK for- 
eign secretary, made clear 
sanctions would include a 
freeze on foreign assets of 



Bhnic Albanians survey a destroyed house yesterday after dashes with Serbian police Picture Reuters 


the Yugoslav and Serbian ment credit and visa sane- from yesterday’s talks. “We 
governments if no progress tions announced on March .9 are moving gradually but 
was made in the nest four and to seek adoption by unmistakably forward i n the 
weeks. March 31 of a United Nations direction of greater pressure 

Yesterday’s negotiations arras embargo on rump on Belgrade," she said. “We 
were difficult. It was with Yugoslavia, which comprises have sustained the mini- 
reluctance that Russia Serbia and Montenegro. mum degree of pressure 

joined the other five coun- Mrs Albright admitted the needed to move the process 
tries in agreeing to imple- US would have liked more forward.” 


Austrians oppose EU enlargement 


By Eric Frey In Vienna 

On the eve of the European 
Union membership negotia- 
tions with five east Euro- 
pean countries and Cyprus, 
polls show that a majority of 
Austrians oppose the 
enlargement of the EU. 

Worries focus on competi- 
tion from low-wage workers 
and cheap products, as wen 
as an immigration wave and 
rising crime once the bor- 
ders to Slovenia, Hungary 
and the Czech Republic are 
opened. 

According to a Eurobarom- 
oter poll- issued this month. 


a majority of Austrians 
would deny EU membership 
for four of the five applicant 
countries from eastern 
Europe. Hungary was the 
only country whose member- 
ship most Austrians would 
favour. 

This broadly negative sen- 
timent goes against the 
coalition government's posi- 
tion on enlargement as well 
as indications that the Aus- 
trian economy benefited 
handsomely from the open- 
ing of eastern borders after 
1980. Last year, the trade def- 
icit shrank by 32 per cent 
from the previous year 


largely because of exports to 
eastern Europe. 

The negative sentiment 
also surprises Austria's EU 
partners and Brussels offi- 
cials, who often consider 
enlargement as a pet project 
by Germany and Austria. 

“I find the excitement in 
Austria strange because the 
advantages of the opening to 
the east bave already 
arrived, through excellent 
export figures and accelerat- 
ing growth," said Monika 
Wulf-Mathies, EU regional 
commissioner. 

But popular opinion identi- 
fies the east mostly as a 


threat to prosperity and per- 
sonal safety. This also 
reflects continued scepticism 
about the consequences of 
Austria’s EU membership 
and fears of economic global- 
isation. “There is too much 
happening at once, at least 
that's the way the people see 
it” said Franz Fischler. the 
EU agricultural commis- 
sioner and an Austrian. 

The main foe of EU 
enlargement is Jorg Haider, 
the populist leader of the far- 
right Freedom party. He 
warns of a wholesale 
destruction of jobs, economic 
turmoil and he has managed 


to put the government on 
the defensive. 

Mr Haider hopes to make 
enlargement the top cam- 
paign issue for the next par- 
liamentary elections in 1999. 

Austria’s government, 
which combines Social Dem- 
ocrats and the conservative 
People's party, argues 
against rushing the enlarge- 
ment process. 

Austria also wants long 
transition periods on the free 
movement of labour and 
recently asked the European 
Commission for a special 
subsidy program for its east- 
ern borders, enlargement 


Canada 
in talks 
on Efta 
entry 

By TTm Burt in Reykjavik 


Swedes try to cut cost of defending neutrality 



As the threat of external attack dwindles, 
the military establishment is worrying 
about its budget, writes Tim Burt 


Sweden: still prepared 


A rmy officers in Sweden 
explain the country’s 
high level of military 
readiness and defence spend- 
ing wfth a simple slogan: 
“FQr Rung och Fosterland” - 
for king and fatherland. 

With more than 3,000km of 
coastline to protect and air- 
space stretching from the 
Arctic to the Baltic, they see 
no contradiction between 
the kingdom's long-standing 
neutral and non-aligned sta- 
tus and the preservation of 
large conscript forces and a 
national arms industry. 

Last week, however, the 
Swedish government sig- 
nalled for the first time that 
the strategy could prove 
unsustainable in the dying 
years of the 20th century. 

Announcing the finding s 
of a long-awaited defence 
review, BjOrn von Sydaw, 
the country’s defence minis- 
ter, said that the govern- 
ment would be seeking 
savings in the armed forces 
budget of Skr2bn ($250m) a 
year over the next five years. 

The move, aimed at curb- 
ing a projected SKrlO.Sbn 
overspend by military chiefs, 
follows a 10 per cent reduc- 
tion last year in the SKr40bn 
defence budget. 

Owe Wiktoin, supreme 
commander of the armed 
forces, has warned that the 
cuts could weaken Sweden's 
ability to defend itself from 
attack. Skirting the fact that 
Sweden has not fought a war 
since 1814. he claimed such 
cuts could be tolerated only 
temporarily. 

The government, anxious 
not to alienate the armed 
forces or create unemploy- 
ment among arms manufac- 
turers, has come up with a 
solution designed to pacify 


the military and industrial 
hierarchy. 

Mr von Sydow, in an inter- 
view with the Financial 
Times, said that costs could 
be cut in procurement, train- 
ing and force numbers by 
extending the 12-month 
mobilisation period which 
has been the cornerstone of 
Sweden's defence strategy. “I 
will put a bill before parlia- 
ment that will extend the 
time needed to achieve full 
militar y capability." 

Although western defence 
strategists might regard a 12- 
month mobilisation as some- 
what tardy in an age of rapid 
response forces, Mr von 
Sydow argued that Sweden 
can afford to downgrade its 
readiness because the threat 
from across the Baltic Sea 
has diminishe d markedly. 

Put simply, defence offi- 
cials believe that the coun- 
try can afford to “stand 
easy" because its potential 
attackers - were there any - 
are woefully ill-prepared 
themselves. Although they 
do not mention it, Sweden as 
a target does not have the 
strategic attractions of its 
Nordic neighbours Norway, 
with its vast oil reserves, or 
Denmark's land frontier 
with Germany. 

That, however, has not 
soothed arms manufacturers 
which employ about 20,000 
people In Sweden. Celsius, 
the company which owns 
the Bofors defence business, 
has predicted that 1,000 jobs 
could be lost. Kockums. Swe- 
den's submarine producer, 
has voiced concerns. And 
industry analysts have esti- 
mated that up to 5JJOO jobs 
in total may be sacrificed. 

Mr von Sydow believes 
those fears are groundless. . 
He pointed out that such 
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companies not only survived 
but expanded after defence 
cuts in the 1980s, and that 
they could help fill any 
excess capacity at home by 
seeking orders overseas. 

The government has been 
an active supporter of such 
export drives, particularly 
for the Saab-led Jas 39 Gri- 
pen fighter jet programme, 
jointly marketed with Brit- 
ish Aerospace. 

According to the -defence 
minister, further export-ori- 
ented co-operation projects 
could protect Swedish inter- 
ests in the inevitable ration- 
alisation of Europe's defence 
industry. 

In future, Mr von Sydow 
said companies such as Saab 
could carve out a niche role 
by exploiting assets such as 
missile and space technol- 
ogy. 

“One thing is clear, we 
cannot continue with the 


national production system 
used between the 1940s and 
1990s. The industry has to 
modernise." 

That means becoming 
more cost-efficient, accepting 
overseas ownership if neces- 
sary and investing more in 
new technology. By doing so, 
manufacturers could retain a 
sizeable share of the defence 
budget. 

Certainly, Mr von Sydow 
has made clear he favours 
buying state-of-the-art hard- 
ware - albeit with orders 
spread over a longer period 
and more options than firm 
contracts. 

At the same time, he out- 
lined plans that could 
involve a reduction in con- 
scription. Experiments with 
three-month and ■ 60-day 
training programmes could 
be extended, promising 
lower manpower costs while 
maintaining the natio nal tra- 
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dition of conscription. 

Mr von Sydow predicted 
that the programme would 
enable Sweden to strike a 
balance between maintain- 
ing a high technology 
defence industry and con- 
tinuing with a conscription 
programme designed to “cre- 
ate the capability for resis- 
tance within the popula- 
tion". 

If that can be done at a 
lower cost, then the govern- 
ment will have shown that 
countries such as Sweden - 
or neighbouring Finland - 
can retain effective militar y 
forces In Europe, while 
remaining outside Nato anti 
ostensibly neutraL 

“There is no pressure on 
us to take part in Nato 
enlargement and no reason 
to do so," said Mr von 
Sydow. “We have gone our 
own way before and we are ■ 
ready to do it again - i 


The government of Iceland 
yesterday said it had begun 
talks with Canada aimed at 
admitting the country to the 
European Free Trade Associ- 
ation, one of the first 
attempts to include a North 
American government in a 
pan-European trading group. 

David Oddsson, the Icelan- 
dic prime minister, said the 
negotiations would be more 
far-reaching and would be 
completed sooner than sepa- 
rate discussions between the 
European Union and the 
Canadian authorities. 

The Icelandic government, 
which currently chairs Efta, 
indicated that any agree- 
ment would seek to abolish 
or shandy reduce trade tar- 
iffs and import quotas 
between Canada and Efta. 

Officials from Ottawa yes- 
terday met Icelandic coun- 
terparts in Reykjavik, amid 
suggestions an outline deal 
could be signed next year. 
Although Efta only repre- 
sents Switze r land. Norway, 
Iceland and Liechtenstein, 
Canada hopes a deal could 
become a model for other 
trade accords in Europe. 

Mr Oddsson, in an inter- 
view with the Financial 
Times, said such an agree- 
ment would help Iceland to 
develop trade ties outside 
the EU. “We see ourselves in 
a favourable position, being 
able to use Efta and the 
European Economic Area as 
a gateway to the EU, with- 
out needing to apply for EU 
membership.” 

Mr Oddsson said that Ice- 
land could not contemplate 
joining the EU while the 
common fisheries policy 
remained in place. Although 
the policy is due to be 
revised in 2002, the prime 
minister said Iceland would 
remain an unlikely candi- 
date for EU enlargement. 

“Even if the fisheries pol- 
icy was replaced with some- 
thing more sensible, it would 
be impossible for this coun- 
try to surrender control of 
monetary and economic pol- 
icy." he added. According to 
Icelandic o fficials, the coun- 
try’s self-imposed fisheries 
quota system - with a lim- 
ited catch allocated to every 
vessel - had proved more 
effective than an EU system 
involving incentives to 
decommission vessels. Ice- 
land relies on fish and 
ma rine products for about 60 
per cent of its exports and 
almost one quarter of gross 
domestic product 


Decision day on threat 
to Italian pay accord 


Poland ‘unprepared’ 
for talks with Brussels 


By James BBtz in Rome 

Confindustria. the Italian 
employers’ federation, will 
decide tomorrow whether to 
withdraw from a l a n d m ark 
agreement on incomes policy 
in response to the govern- 
ment’s decision to press 
ahead with a 35-hour work- 
ing week. 

At a meeting in Parma, 
Confindustria’s national 
executive is expected to 
debate whether it should 
retaliate by abandoning the 
1993 accord under which it 
holds round-table talks each 
year with the main trade 
uniting and the government 
on wage increases. 

The 199S agreement is 
reputed to have reduced the 
industrial strife to which 
Italy had become accus- 
tomed In earlier times as 
well as helping to keep a lid 
on wage inflation. But Con- 


findustria’s anger over the 
35-hour week has been so 
great in recent days that it is 
unclear whether it can now 
back out of its threat to 
abandon the accord. 

“The government has liq- 
uidated the system of round- 
table negotiations which, 
over the last five years, has 
made a substantial contribu- 
tion to improving the credi- 
bility of the country and 
reforming the public 
finances." the organisation 
said on Tuesday night after 
the cabinet took the critical 
step of placing the legisla- 
tion before parliament 

The unions have warned 
that a decision to abandon 
the 1993 accord would bave a 
severe impact on industrial 
relations. “I hope that inside 
Confindustria calm and good 
sense can prevail, because a 
renunciation of the 1993 
accord would mark a clean 


break with the trade union 
movement" said Sergio Cof- 
ferati, the general secretary 
of the Cgil union. 

The stand-off is the result 
of an accord reached 
between Romano Prodi’s 
government and Recon- 
structed Communism, the 
small far-left party, under 
which a 35-hour week would 
be introduced in order to 
keep Mr Prodi in power. 

One positive note for the 
government in recent days 
has been the moderately suc- 
cessful outcome of talks 
between the government and 
the trade unions over the 
future of the south. 

Although the unions are 
yet to declare, themselves 
satisfied by the measures 
being taken by the govern- 
ment, they have abandoned 
plans to hold a general 
strike pending a new round 
of discussions before Easter. 


By Christopher Bobtoski 
In Warsaw 

One week before Poland Is 
due to start membership 
negotiations with the Euro- 
pean Union, President Alek- 
sander Kwasniewski has 
accused the government of 
being behind with prepara- 
tions for the talks. 

Similar fears have been 
expressed by sources close to 
the European Commission, 
who say the accession talks 
could be prolonged by a con- 
tinuing failure to co-ordinate 
policy inside the govern- 
ment, The talks are at pres- 
ent expected to last a mini , 
mum of two years. 

Mr Kwasniewski, a former 
communist who was elected 
in 1995, presides in French- 
style “cohabitation" with a 
centre-right coalition govern- 
ment. The Solidarity Elec- 
toral Action (AWS), the gov- 


ernment's senior partner, 
was elected last autumn on a 
fiercely anti-c ommunist pro- 
gramme. Jerzy Buzek, the 
prime minister from the 
AWS, has denied that Poland 
is ill-prepared for the talks, 
which start next Tuesday. 

Mr Kwasniewski baa com- 
plained that Poland's negoti- 
ating documents are not yet 
complete and charged that 
the “last month hac been 
lost". He also wants to be 
consulted more on the prepa- 
rations for the talks and to 
work with the government 
as the negotiations proceed. 

Concern also appears to be 
mounting inside the Euro- 
pean Commission that the 
Committee for European 
Integration (KIE), the Polish 
government department 
responsible for co-ordinating 
the EU membership effort, is 
failing to perform its duties. 

The KIE is headed by 


Ryszard Czamecki, a mem- 
ber of the rigbtwing nation- 
alist ZChN movement, which 
is a member of the AWS alli- 
ance- since the new govern- 
ment came in last Novem- 
ber, the KIE has failed to 
present a single proposal for 
spending EU aid funds on 
adapting Polish institutions 
to EU procedures. The EU 
sources note that lengthen- 
ing delays in implementing 
aid projects could jeopardise 
Poland’s chances of patning 
access to pre-accession funds 
in coming years. 

Brussels is also becoming 
increasingly bemused by a 
lack of co-ordination. For 
sample, Jacek Janiszewski, 
the agriculture minister, is 
calling for rapid Polish 
access to the Eirs farm sup- 
port regime, while Mr Buzek 
has said that Polish farming 
will need long transition 
periods to adapt 



•) 








RUWUtlHB THURSDAY MARCH 20 


THE AMERICAS 


US plans customer choice in electricity 


By Bruce Baric in Washtaatwi 

The Clinton administration 
yesterday unveiled a long- 
awaited plan for the electric- 
ity industry which would 
allow customers to choose 
their own supplier by 2003, 
except where state govern- 
ments opt out 
The plan, which cuts a 
middle path between a host 
of competing proposals for 
the sector’s future, also calls 
for a surcharge on electricity 
that would create a $3bn 
Fund aimed at promoting 


energy efficiency, conserva- 
tion and aid for low-income 
consumers. Most of the plan 
would require action from 
Congress, which is regarded 
as very unlikely to pass a 
comprehensive bill on the 
electricity sector this year. 

The blueprint would leave 
state governments to decide 
the issue of stranded costs: 
whether or not utilities can 
pass on to consumers the 
cost of past investments, 
especially in nuclear power, 
which have been rendered 
uneconomic by competition. 


Administration officials 
said the plan would save the 
average family of four some 
$232 per year, by spurring 
electricity providers to make 
use of cheaper technologies 
and cut retail prices. It 
would also cut the emission 
of heat-trapping greenhouse 
gases by 25m to 40m tonnes 
by 2010 - by increasing the 
pressure on electricity pro- 
ducers to use new natural 
gas-based technologies 
which are environmentally 
benign as well as cheaper 
than coal. 


But the plan does not call 
for any formal curbs on 
greenhouse gas emissions 
which environmental cam- 
paigners would like to see. 
The proposal was unveiled 
by Federico Pena, the energy 
secretary. and Caro! 
Browner, the administrator 
of the Environmental Protec- 
tion Agency. 

But industry experts said 
it was questionable whether 
those two officials could 
overcome the reluctance of 
Congress lo take radical 
action over electricity. 


unless President Bill Cli n t on 
or Vice-President A1 Gore 
become personally involved 
in lobbying legislators- 

The most Congress is 
likely to do this year is abol- 
ish a law that restricts the 
freedom of utilities to diver- 
sify, expand and raise capital 
- a minimalist agenda that 
is favoured by parts of the 
industry, but regarded as far 
too little by advocates of 
reforming the sector. 

Yesterday’s proposal 
would increase the power of 
the Federal Energy Regula- 


tory C ommis sion to prevent 
large nHUHps from obt a i nin g 
a dominant position, and- to 
ensure the reliability of. the 
national grid. The influential 
utilities lobby is expected to 
j pqgt that the current, vol- 
untary approach to main- 
taining reliability should be 
kept in place. 

But the proposal includes 
a concession to the older, 
established utilities by 
allowing state governments 
to opt out of the plan to 
mandate retail competition 
in five Tears’ time. 


Smoking incurs 
$130bn costs 


By Mark Suzman n Washington 

Tobacco-related illnesses 
cost the US economy $I30bn 
a year through medical care 
and lost productivity, 
according to a Treasury 
study. 

Hie report says that meet- 
ing targets for cutting smok- 
ing in the proposed national 
tobacco settlement would 
generate an annual eco- 
nomic gain of $78bn within 
10 years. 

Lawrence Summers, dep- 
uty Treasury secretary, yes- 
terday said investment of 
$780bn at a rate of return of 
10 per cent would be 
required to produce the 
same overall gain - more 
than the US ann ual corpo- 
rate investment in machin- 
ery and equipment 

“Nearly $80bn per year 
that our economy would 
have lost with those lives 
[damaged by smoking] can 
instead be used to add to 
their lives and the lives of 
other Americans," he said. 

He urged Congress to 
approve the multi-billion dol- 
lar deal. “The stakes are 
high, the right path is clear.” 

Although the new esti- 
mates are controversial - for 
example they do not take 
Into account medical savings 
from premature deaths or 
sales generated by the indus- 
try - they will add to 
pressure on Congress to 
act on the settlement during 
the current legislative ses- 
sion. 


After vacillating on the 
issue for several months, the 
White House has thrown its 
weight behind achieving a 
tobacco deal this year, partly 
because it has already bud- 
geted for extra revenue from 
the deal. 

John McCain, chairman of 
the Senate commerce com- 
mittee. is working on biparti- 
san legislation, but several 
key issues, including the size 
of payments which tobacco 
companies would be 
required to pay, remain 
unresolved. 

According to the Treasury 
study, smoking- related ill- 
nesses cost $45bn a year, 
while economic losses result- 
ing from premature retire- 
ments and deaths of produc- 
tive workers are as high as 
$80bn. 

Combined with costs of 
about $4bn a year because of 
foetal deaths and health 
problems caused by smoking 
during pregnancy. $500m in 
Ore damage caused by smok- 
ers and a S4bn smoking-de- 
rived premium in life-insur- 
ance purchases for 
non-smokers, total economic 
costs are more than $l30bn 
annually. 

Mr Summers said the com- 
prehensive programme for 
reducing youth smoking 
envisaged by the settlement 
• which would combine steep 
price rises and tough restric- 
tions on marketing and 
advertising - would reduce 
smoking by 60 per cent over 
10 years. 


than coal. action over electricity, the Federal Energy Rfigula- m ave years mne. 

Argentina takes step closer 
to repeal of amnesty laws 

By Ken Warn in Buenos Aires Eg : ~~j demonstrating out 


By Ken Warn in Buenos Aires 

Argentina’s lower house of 
Congress bas voted to repeal 
laws granting amnesty to 
the perpetrators of human 
rights abuses during the 
1976-83 military' dictatorship, 
which killed as many as 

30.000 of its political oppo- 
nents. 

In a rare act of political 
consensus, deputies from the 
ruling Peronist party and 
the opposition Alliance com- 
bined on Tuesday night and 
voted to strike down the 
laws. The repeal must be 
approved by the Senate and 
could yet be vetoed by Presi- 
dent Carlos Menem. 

However, the vote is a 
move towards legal oormal- 
ity and has raised the hopes 
of h uman rights campaign- 
ers that more information 
will come to light about the 
fate of the “disappeared’* in 
a truth commission due to 
be set up soon. Human 
rights groups estimate some 

30.000 people were killed dur- 
ing the military’s “dirty 
war” against its political 
opponents and 15.000 cases 
have been documented. 

The “Full Stop” and “Due 
Obedience” laws were 
passed by the civilian gov- 
ernment of President Raul 
Alfonsin in 1386 and 1987 in 
an effort to cool continued 
military unrest. They halted 
fresh prosecutions of the 
military and shielded junior 
officers from prosecution on 
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Antonio Bussi: fighting for poBtical survival 


the grounds that they were 
obeying orders. Mr Menem 
pardoned convicted officers 
and jailed leftwing guerrillas 
in 1989 and 1990. 

Repeal of the laws, if rati- 
fied. will not be retrospective 
and is unlikely to open the 
way to renewed human 
rights abuse trials. However, 
it would put a halt to the 
Due Obedience defence in 
future cases of human rights 
violations. The vote was “a 
step forward." said Carlos 
“Chacho” Alvarez, one of the 


Alliance's co-leaders. 

The halting of prosecu- 
tions and lack of information 
over the fate of the “disap- 
peared” continue to convulse 
Argentina. Tuesday’s vote 
coincided with protests to 
mark the 22nd anniversary 
of the coup which toppled 
the government of Isabel 
Peron and brought the mili- 
tary to power. 

Angered by the bar on tri- 
als of the military, cam- 
paigners have taken to har- 
rying former members of the 


regime, demonstrating out- 
side their houses and daub- 
ing the walls with slogans. 

Investigators are also 
ex am ining the possibility of 
prosecuting former members 
of the milit ary regime for 
economic crimes, such as 
<^hrmg their victims’ assets. 
Baltasar GarzOn. a Spanish 
judge investigating the fate 
of 600 Spanish citizens who 
disappeared during the 
“dirt? war,” bas detected a 
series of Swiss bank 
accounts belonging 1 to for- 
ms' regime m embers. 

- Former General Antonio 
Bussi, the governor af.Tucu- 
man Province both under i 
militar y rule and again now, 
is fighting for political sur- : 
viral after admitting to pos- 
sessing an undeclared Swiss 
bank account. Mr Bussi was 
sanctioned by a military tri- 
bunal last week for not 
dedaring the account. - 

Judge Garzdn's investiga- 
tion has infuriated Argen- 
tina's government, which 
questions his jurisdiction 
outside Spain, and ted to ten- 
sions with Madrid. “Crimes 
should be judged where they 
occurred,” said Raul Gran- 
illo Ocampo, justice minis: 
ter, last weds. 

Mr Menem has made 
repeated calls for national 
reconciliation over the “dirty 
war," during , which he him- 
self was imprisoned. How- 
ever, earlier this month he 
sprang to the defence of the 
armed forces. 
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MEXICAN BUDGET — ZiZ i 

— - jm 

Decision to cut spending . 
wins widespread praise : 

cuts would affect infrastructure projects . 

and dectridty sectors, but not s projeme^aromc 

cent this year. The ^ 

cent of gross domestic product was iffdOTiA _ 

OS exports are the single biggest revenue 
rangwemment. accounting ter between M and40MP« certrf . 
the government's income. Mr v , 

recalculating oH ncome ter the rest of the year based ‘ ’-r 

ageprtoaof SI 2.5 a barrel for the basket d A * :>,*V 
heavy crudes. This compares with . > v ’ 

January aid SI 5.5 in December. Leefie Crawford, Mexico 

US DURABLE GOODS _ "0^ 

Orders fall 1.7% in February IgC 

Orders for US durable goods fell by 1.7 per cent to $1B4bn *r- 
jng February, the US Commerce Department said yesterday, our . .- . 
economists remained optimistic about the pace of the US bodik 
omy. Although the fall in durable orders was more than expected. • Iz. 

most of the decline was due to the volatile aircraft sector. Excm- 
rSng transport, orders rose by 05 per cent from January, the . . ^ . 

third consecutive monthly increase. ■_ - 

Most analysts blamed faffing demand from Asia, but mey a»o - - - ‘ 

said the crisis had contained mortgage rates, which dro ve the .. . 

pace of home sales to record levels last month. The Natio n* / •' :? . • 
Association of Realtors said sales trf existing homes rose 8.7 pw. . . . • y 
cent in February to a season aBy adjusted annual rate of 4.75m. 
up from 4.37m in January. '• 

Defence orders, led by aircraft, declined sharply by27.B per . 
cent Ncrr-defence orders slipped by only 0.6 per cent. ExciutSng •; . 
aircraft, non-defence orders rose 1.3 per cent in February, after- v-77 
even large gains in December and January. Transport equipment, .- £ u : . v 

down in two of the last three months, recorded the largest ' ' " ‘ "V ^S:7S'- \ 
decline - falling $3.8bn, or 8.5 per cent, to $41.6bn. However, toe - ; : -1^ 
decline in the aircraft sector was more than offset by arwnctaase - \\-%s 

in vehicles and parts. Nancy Dunne, Washington \ 


NOVA SCOTIA ELECTION 

Narrow win for Liberals 

Canada’s Liberal party appears to have survived a (storing threat ■ 
m NbvaScotfe’s election, retaining ttre right to gown toe Adame - 
province but only by the slimmest margin possible. The majority 
Liberal government of Russell MacLellan. the prwmcial premier, 
was reduced to lust 19 seats in the 52 seat legislature I ,tying with f j 
toe left leaning New Democratic party. As the incumbent party, 
the Uberefe wOT form the next government, but they could quickly 
be defeated by a non-confidence vote. Nova Scotia Liberals, who 
held 39 seats in the previous government, have seen their popu- •. 
larity eroded by five years of spend ng cuts; particularly in heatto ._ 
c are and education. The national Liberal party, which has also cut 
spehcfihg,-fared poorly in the region during last year’s federal . 
election. Scott Morrison, Toronto 
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Property 
prices 
dip in 
Japan for 
7th year 

By Gffiaa Tett fat Tokyo 


Real estate prices have 
fallen in Japan for the sev- 
enth consecutive year, a key 
government survey showed 
yesterday. 

The National Land Agen- 
cy’s annual report on listed 
land prices showed that 
prices for commercial prop- 
erties in big metropolitan 
areas fell 7.5 per cent 
in the year to January 1998, 
compared with an 1L5 per 
cent fall in the previous 
year. 

Nationwide, commercial 
property prices fell 6.1 per 
cent, compared with 7.8 per 
cent the previous year. 

Residential land prices in 
big metropolitan areas fell 
23. per cent, compared with 
a fan of 2J& per cent the pre- 
vious year. 

And nationwide, residen- 
tial prices fell 1.4 per cent, 
compared with 1.6 per cent 
the previous year. 

The NLA survey was con- 
ducted in January this year. 
The report, which surveys 
so-called “listed land prices", 
is used as a benchmark for 
public and private land 
transactions and for govern- 
ment assessment of inheri- 
tance and property taxes. 

The NLA yesterday 
pointed out that the annual 
rate of decline was now eas- 
ing compared with the early 
1990s. However, it admitted 
that the fall in residential 
real estate prices appeared 
to accelerate in the second 
half of the year. 

This fall represents a blow 
for the Japanese govern- 
ment, which had hoped that 
the decline in property 
prices since the collapse of 
the 1980s bubble was finally 
ending; 

Land prices are playing a 
particularly crucial role in 
the Japanese economy at 
present because the banks 
hold a large amount of prop- 
erty-related bad loans. Con- 
sequently, if properly prices 
fall, this makes it harder far 
banks to write off their bad 
loans. 


India’s fiscal position ‘worse than expected’ 


By Mark Kcftofcort in New DeSti 

Yashwant Sinha, India's new 
finance minister, told an 
unruly parliament yesterday 
he had inherited a “signifi- 
cantly worse" fiscal position 
than expected, revealing a 
fiscal deficit for this year of 
6.1 per cent of gross domes- 
tic product against the tar- 
get of 45 per cent set by the 
former United Front govern- 
ment 

Mr Sinha. in office for less 
than a week in the govern- 
ment led by the Bharatiya 
Janata party (BJP). was 
presenting an interim bud- 
get to tide over government 
finances for the first quarter 
of the next fiscal year. 


starting on April J. As an 
interim budget the minister 
could only carry over exist- 
ing tax structures - which 
he said currently implied an 
estimated fiscal gap next 
year of 6 per cent of GDP. 

However. Mr Sinha said he 
would present a full budget 
“in a few weeks" which 
would aim to cut the implied 
deficit while also stimulating 
India's flagging economy. He 
also said “economic reforms 
will be deepened, broadened 
and accelerated". 

Mr Sinha sketched a 
gloomy picture, saying GDP 
growth for the fiscal year 
ending this month bad 
slowed to 5 per cent, result- 
ing from a 2 per cent fall in 


agricultural output and slug- 
gish industrial growth of 4.6 
per cent for the 12 months to 
January. He said exports 
bad posted negative growth 
in dollar terms for the three 
months to January. 

The fiscal gap he blamed 
chiefly on “major shortfalls" 
in tax receipts, which were 
12.6 per cent down on the 
budget estimates made last 
February by P. Chidam- 
baram. his predecessor. 

However, the cause lay in 
lower customs and excise 
receipts, due to slow imports 
and sluggish industrial pro- 
duction, rather than in lower 
direct tax receipts. Mr 
Chidambaram's budget 
aggressively cut both 


income and corporate taxes. 

Casting expenditure and 
revenue into next year based 
on present tax rates. Mr 
Sinha said the government 
would incur a fiscal gap of 6 
per cent of GDP, which he 
said was “not acceptable". 

His budget would aim to 
cut this to a “reasonable 
limit”, though the scale of 
the task was indicated by 
the fact that 39 per cent of 
the foreseen rise in govern- 
ment expenditure for next 
year lay in a Rsl03bn 
<$2.6bn) rise in interest costs. 

Without elaborating in a 
short speech, Mr Sinha said 
his budget would seek to 
stimulate agriculture and 
industry, revive exports. 


encourage bigger foreign 
investment flows - subject 
to the BJP alliance’s stated 
reservations - and take 
“decisive initiatives" to 
improve infrastructure. 

Mr S inha's speech was 
delayed by more than an 
hour as G.M. Baiayogi, the 
newly elected and controver- 
sial BJP-backed choice as 
speaker of parliament, strug- 
gled to control unruly oppo- 
sition MPs, many of whom 
walked out to protest at the 
new government’s handling 
of relief for Tuesday’s 
typhoon in West Bengal. 

The uproar, which left Mr 
Baiayogi repeatedly pleading 
“please, this is not good, this 
is not good" with the book of 


parliamentary rules open 
before him, boded ill for the 
BJP alliance's prospects of 
managing its slim parlia- 
mentary majority. 

The government tomorrow 
faces a formal confidence 
vote, which it is expected to 
win. 

Earlier, K.R. Narayanan, 
the president, had formally 
opened par liamen t with an 
introductory address outlin- 
ing the new government's 
objectives, which laid heavy 
emphasis on improved social 
programmes to alleviate 
hunger, homelessness, illit- 
eracy and unemployment. It 
also promised higher spend- 
ing on agriculture and infra- 
structure. 
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By Gwen Robinson in Sydney 

News Corporation, Rupert 
Murdoch's media group, has 
been excluded from the Aus- 
tralian market for terrestrial 
digital television broadcast- 
ing for at least another 
decade. 

The Australian govern- 
ment has decided to give the 
country's three commercial 
television broadcasters and 
two public broadcasters 
exclusive rights for 10 years 
to begin free digital TV 
broadcasting. 

The government ruled out 
the prospect of a fourth and 
fifth commercial TV network 


before 2008, effectively bar- 
ring pay-TV operators and 
other potential rivals, such 
as Mr Murdoch's News Corp. 

Australia is the second big 
digital TV market from 
which Mr Murdoch has been 
excluded. Last year British 
regulators insisted that Brit- 
ish Sky Broadcasting, in 
which News Corp has a 40 
per cent stake, dispose of its 
stake in British Digital 
Broadcasting, which holds 
three licences for digital ter- 
restrial broadcasting in the 
UK. 

Australian consumer 
groups and political opposi- 
tion leaders yesterday critic- 


ised the government’s deci- 
sion. Tbey accused the gov- 
ernment of giving the com- 
mercial broadcasters free 
rein to exploit Australia’s 
□edgling digital broadcast- 
ing technologies. Consumer 
groups warned the decision 
could lead to monopolisation 
of information content sup- 
ply by existing broadcasters. 

The new digital frame- 
work, announced on Tues- 
day, was a blow to Mr Mur- 
doch, who has led combined 
efforts by the country’s 
pay-TV operators to per- 
suade the government to 
auction off the entire digital 
spectrum. 


In a bitter year-long battle 
over the issue. Mr Murdoch 
forge d a strong alliance with 
his rivals in the pay-TV 
industry against the three 
commercial broadcasters. 

The government also 
decided to open up spare 
capacity on the new digital 
spectrum to other communi- 
cations companies, as well 
as the three commercial 
broadcasters, for the provi- 
sion of data services, includ- 
ing online advertising and 
electronic commerce. 

* Under the plan, companies 
will be able to bid in compet- 
itive auction for spectrum to 
provide such data services. 


Jakarta debt renegotiation advances 


By Sander Tfmenes in Jakarta 

Talks on renegotiating mare 
than S80bn of Indonesian pri- 
vate off-shore debt are expec- 
ted today to narrow down to 
two proposals which blend 
several schemes and may 
end months of deadlock, 

bankers said yesterday. 

An International Monetary 
Fund team continued talks 
yesterday with Indonesian 
and foreign government offi- 
cials and will be joined today 
by David Brougham, director 
of Standard Chartered Bank 
and chairman of a commit- 
tee of international lenders. 

Mr Brougham is expected 
to submit a proposal for a 


six-month grace period on 
principal payments, pro- 
vided Indonesian companies 
pay the interest, the Indone- 
sian central bank guarantees 
these payments and the gov- 
ernment improves and 
enforces bankruptcy proce- 
dures. 

This would require Indon- 
esia and the IMF to back 
away from an earlier rejec- 
tion of any transfer of risk to 
the government as much of 
Indonesia's debt is private. 

But the government 
hinted that It might be more 
flexible when the new minis- 
ter for state enterprises. 
Tanrt Abeng, said earlier 
this week that it was close to 


finalising a debt reschedul- 
ing along the lines of the 
Ficorca scheme used in 
Mexico in the 1980s. 

Although Mr Tanri did not 
elaborate, bankers specu- 
lated it would include a dol- 
lar fund that debtors could 
tap to borrow dollars at a 
fixed, artificially low 
exchange rate to pa; inter- 
est 

It would also require a 
government agency which, 
with government backing, 
would collect principal pay- 
ments in rupiah and forward 
them to debtors following a 
grace period. 

Such a scheme would 
amalgamate a proposal by 


Bank of Tokyo Mitsubishi 
for a dollar fund of &0bn to 
$l5bn and an ABN Amro 
proposal for a credit collec- 
tion agency, bankers said. 

Any agreement is likely to 
come as part of a revamp of 
the earlier agreements 
signed by President Suharto 
and the IMF in October and 
January, both of which 
Indonesia failed to imple- 
ment. 

The US, Japan and Austra- 
lia are moving ahead with 
bilateral trade guarantees, 
key to reviving exports, and 
Germany and other Euro- 
pean Union members have 
promised credit lines as well, 
pending an IMF agreement 


By S&eBa McNulty 
m Kuala l«my«r 

Malaysia’s central bank 
announced decisions yester- 
day to strengthen finanrja} 
institutions and increase 
transparency, but observers 
noted they came too late to 
help tiie country through Its 
biggest crisis in a decade. 

In releasing Bank Negara 
Malaysia's annual report, 
central bank governor 
Ahmad Mohd Don signalled 
that the authorities thought 
the impact of the regional 
crisis on Malaysia was not 
severe enough to warrant 
big structural adjustments 
at this time. 

Economists hoped Malay- 
sia would follow neighbours 
in using the crisis to liberal- 
ise foreign participation and 
make the economy more 
competitive. Mr Ahmad 
insisted the restrictions 
would remain but added tt 
was difficult to anticipate 
what might happen In the 
months ahwwi 

The central bank is raising 
the minimum capital funds 
for finance companies fimn 
MS5m to M$60Qm (US$1. 37m. 
to US$i64m) by the end of 
2000;. reducing the limit on 
single customer exposure 


from 30 per cent to 25 per 
cent of total capital; requir- 
ing ba nki n g institutions to 
publish data on key indica- 
tors every quarter; and rais- 
ing the minimum risk- 
weighted capital ratio 
requirement for finance com- 
panies from 8 per cent to 10 
per cent by the end of 1099. 

Economists were pleased 
that Mr A hma d left open the 
possibility of a worsening 
situation and supported his 
vow to keep monetary policy 
tight despite hints by the 
authorities of a possible loos- 
ening. “They're moving in 
the right direction,’’ said 
Neil Saker. head of regional 
economic research at Soc* 
Gen-Crosby. 

Mr Ahmad declined to 
project how high the ratio of 
non-performing loans will 
rise from 8.7 per cent at the i 
end of February. Economists j 
suspect 20 per cent. 

Mr Ahmad further indi- 
cated the central bank would 
not be able to consolidate 
the finance companies as 
much as it had hoped and, 
indeed, the government was 
e xtendin g a one-year guaran- 
tee against further reduction 
in value of the acquired 
assets to instil confidence in 
acquiring institutio ns. 


Fuel oil 
supplier 
seeks 
N Korea 
cash 


By Pater Montagnon, Asia 
Editor, in London 

Kedo. the international 
consortium which is instal l. 
Ing safe nuclear power in 
North Korea, has debts of 
$4 7m and is r unning out of 
money to supply heavy fuel 
oil while the plant is being 
built, Paul Cleveland, its US . 
director said. . 

The US. a founder member 
of Kedo along with the gov- 
ernments of South Korea 
and Japan, is seeking addi- 
tional contributions . from 
Europe to help make up the 7 
shortfall. Without additional 
funds, the shipments of oil 
will stop “in the not too dis- 
tant future”, he said. 

It is important to keep the 
oil flowing, he said, because 
North Korea had lived up to" 
its commitment under the 
SS-Sbn project to freeze its. 
nuclear programme that 
allowed it to produce weap- 
ons grade plutonium. “We’re 
on the tip of a terrible 
plunge If North Korea were 
to deliver, and we were not.’*' 

The US was seeking an 
additional $8m a year from - 
Europe, bringing its annnai 
contribution to around $2Sm, 
but it was itself prepared to 
increase its contributions to 
the fuel oil purchases and 
contribute $l5m to paying 
off the outstanding debt. 
Japan and South Korea were 
being asked to pay off the 
balance. 

The anxiety over fuel oil 
shipments comes as Kedo is - - 
locked in more complex 
negotiations over how to 
covw the capital cost of the 
project. South Korea - has 
agreed to contribute 70 per 
cent of the total cost and 
Japan about Jibn but that 
leaves roughly $5Q0m uncov- 
ered. 

While Japan and South 
Korea are anxious about 
starting to contribute this " 
money without a solution, 
the US wants to avoid 
delays. The US could man- ' ■ 
age to put up only a gnmii 
amount of the extra $500m,' 
Mr Cleveland said. 
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And now for the realities — instead of the 

rumors — about the future of Digital 
technologies. The future ol Digital (. NT\. 
Alpha and OpenYMS" can be summed up in 
two brief phrases: Continued success. 
Continued support. The fact is, these products 
are at the heart of much of the world's 
information infrastructure, for countless 

oompanies-in even- 
ing from., aerospace to 
?. 

felecrunruuiiical mils. 

-from Wall Street to the 

Utd)-the> perform 

crucial, mission-critical (asks, day in, da\ out. 

And no matter whose name is on our door. 

S^^.aS’v ' ; v ;• _ 

jp^A fTicA- wifi, continue to do so . Need any more 
rumors ijuashod? Tor ihe most powerful 
range of answers in eomputing-l \1\, 
OpenVMS and \\ i ndow s NT; Alpha and 
I nl el- visit w w w .digi taboo m/quash. 

And get ready lo win in a networked world. 
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WORLD TRADE 


Brussels set for climbdown over BSE 


NEWS DIGEST 


By Mfcbael Smith to Russels 


The European Commission 
yesterday prepared for a 
climbdown over BSE. or 
“mad cow” disease, by sig- 
nalling it was close to aban- 
doning its fight for an early 
ban on potentially infectious 
animal parts. 

The European Union's 
executive stance means an 
EU-enforced ban on so-called 
“specified risk materials” in 
some countries from next 


January is extremely 
unlikely. 

There are increasing 
doubts whether a ban will 
ever be implemented. 

This will please the US. 
which has argued the pro- 
posed ban on “specified risk 
materials” was unnecessary 
and would have severely dis- 
rupted trade. 

However, it will dismay 
consumer groups which 
have argued for the ban on 
animal parts, including 


brains and spinal cords, on 
the grounds that they are at 
risk of earning BSE. 

The Commission said yes- 
terday it would make a final 
attempt tomorrow to estab- 
lish an EU regime on speci- 
fied risk materials. It consid- 
ered “these measures 
essential to achieve a higb 
level of consumer protection 
from the risk of BSE". 

The "last ditch" attempt 
will be made at a meeting of 
EU country representatives 


who will be asked to amend 
a July 1997 ban proposal 
which the Commission has 
the authority to impl emen t 

It seems likely to fall since 
the suggested changes have 
already been rejected by 
farm minis ters. 

The Commission conceded 
yesterday that the July 1997 
proposal, due to come into 
force on April 1, “cannot 
apply as it stands” because 
of the emergence of new sci- 
entific evidence and because 


of the problems it would 
cause to the supply of essen- 
tial lifesaving pharmaceuti- 
cals. 

The threat to pharmaceu- 
ticals supplies, which con- 
tain products made from ani- 
mal parts, is one of the 
reasons the US has opposed 
the ban. 

The Commission had 
not intended to disrupt trade 
in pharmaceuticals or a 
range of industrial goods 
which contain products 


made from cattle parts. 

But Sfflff ? cn nntrles saw 

their chance to block .a baa 
they opposed by re ftis mg to ! 
accept changes to the July 
1997 proposals. The Commis- 
sion said yesterday that if 
countries refused to accept 
amendments tomorrow it 
would withdraw its July 1997 


JAPANESE CA R EXPORTS “ ' 

Tokyo says Brussels ftas 
anreed to higher quota 






It added that it would then 
submit a new proposal with 
the atm of achieving a 
long-term sohxtton. • 


Brussels renews 
anti-dumping 
cotton duties 


MEXICO TELECOMS 


Talks on connection fees open 


Jap® and the 

1998 quote fer car officer* 

SKSKTS-. ***?«% X***?-:- 

Mi in 1993 and due to expire at to flg7.9M’ 

SttSricit 

Stahls on the European market, with Toyota nimfnQ 

jJSSction and Increase oww* sales to Europe!* - 

per cent this year. Reuters, Tokyo 
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By Henry Tricks in Mexico City 


By Neil Buckley in Brussels 


The European Commission 
has imposed provisional 
anti-dumping duties on 
imports or unbleached cot- 
ton from six Asian countries 
for the second time in two 
years - in defiance of opposi- 
tion from a majority of Euro- 
pean Union states. 

The measures were wel- 
comed by Eurocoton, the 
textile weavers’ association 
which brought the dumping 
complaint. But they pro- 
voked anger among the 
countries affected and vari- 
ous trade groups including 
those representing textile 
importers and finishers who 
say their segment of the 
industry will be damaged by 
the controversial duties. 

The 20 European commis- 
sioners decided yesterday, 
without discussion, to 
impose duties with a base 
level of 15.7 per cent on 
China. 20.6 per cent on 
Egypt, India (16.9 per cent). 
Indonesia (31.7 per cent). 
Pakistan (32£ per cent) and 
Turkey (142 per cent). 

The move came in spite of 
a 9-5 vote against the mea- 
sures, with one abstention, 
in an advisory committee of 
EU states’ representatives. 

Brussels can impose provi- 
sional duties for six months 
without a vote by EU minis- 
ters. though it must consult 
the advisory committee - 
whose vote it rarely over- 


rules. Ministers must vote to 
convert provisional duties 
into definitive five-year 
duties within six months; 
otherwise they lapse. This is 
the second time the Commis- 
sion has imposed provisional 
measures. A first set of 
duties were removed after 
minis ters voted 9-6 against 
them last May in spite of 
intervention in favour of the 
measures by President Jac- 
ques Chirac of France. 

Brussels opened a new 
inquiry into the case last 
s umme r, despite complaints 
from free trade groups that 
this represented unfair 
harassm ent of the countries 
affected. 

The Commission said yes- 
terday its move to impose 
duties was consistent with 
the findings of its investiga- 
tion that all six countries 
had been involved in dump- 
ing which damaged EU 
industry. 

Michele Anselme, sec- 
retary-general of Eurocoton, 
said the Commission's inves- 
tigation had been carried out 
“objectively and thor- 
oughly". She was confident i 
ministers would back the ) 
measures in six months. 

But the British Apparel 
and Textile Federation called 
the move “incomprehensi- 
ble”. John Wilson, director- 
general, said: “Member 
states have clearly indicated 
their unhappiness at the pro- 
posals.” 


Mexico has brought forward 
talks on telephone intercon- 
nection rates following com- 
plaints that current levels 
are stifling foreign telecoms 
business in Mexico. 

Carlos Casas us, bead of 
the Federal Telecommunica- 
tions Commission (Cofetel). 
said the talks, scheduled to 
begin in June, were already 
under way. Even this year's 
rates were under discussion, 
he said. 

Interconnection fees, 
which Telmex, the domestic 
telecoms operator, charges 
long-distance competitors to 
complete calls locally, are a 
key part of Telmex's reve- 
nues. 

A main rival. Avantel. 
claims Telmex has the 
world's highest interconnec- 


tion rates, at around 7 US 
cents a minute. MCI. Avan- 
tel's US partner, earlier this 
year suspended a S900m 
investment programme in 
Mexico, saying 70 per cent of 
Avantel’s revenues were 
drained by interconnection 
costs. Tehnex disputes that. 

“The negotiations have 
already begun." Mr Casasus 
said. “It's very' likely that we 
could have negotiations 
between the different sides 
tbat affect interconnection 
rates this year in exchange 
for different conditions next 
year.” 

Mr Casasus has previously 
argued that this year's rates 
were spelled out in 1996 and 
would not be changed. But 
pressure has been exerted by 
Telmex’s long-distance 
rivals, especially US carriers 
AT&T and MCI which have 


sought to block Telmex's 
access into the US. 

Mr Casastis also said that 
separate talks were under 
way between Telmex and US 
authorities on the interna- 
tional settlement rates 
charged to US carriers to 
complete international 
long-distance calls in 
Mexico. 

William Kennard, chair- 
man of the US Federal Com- 
munications Commission, 
last month called the rates 
“inflated” and criticised lack 
of competition in Mexico. 
That dealt a blow to Tel- 
mex's hopes Of gwDing final 
FCC approval for entry to 
the US long-distance market, 
even though Mexico has 
opened its market to power- 
ful US competitors. 

The complaints abort the 
state of competition in 


Mexico were partly borne 
out last week when Mexico’s 
anti-trust Comp e t i tion Com- 
mission ruled that Telmex 
was a “dominant carrier’Yor 
monopoly, which exposes it 
to tighter regulation than 
before. 

Tim decision was hailed by 
Telmex’s competitors, some 
of which have complained 
that it has rece i ved bmiign 
treatment from regulators. 
“It’s going to provide Cofetel ; 
with a much broader set of j 
tods with which to regulate 
Telmex,” said Bob Lacey, 
Avantel's vice-president of 
regulatory affairs. 

But Mr Casastis sought to 
damp en expectations of the 
impact of the decision. The 
main effe c t require Tehnex 
to provide a breakdown of 
its accounting in different 
markets. 


telecom mergers 
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Acquisitions at record $17bn 


Global cross-border merger and acquisition Jg 

communications sector reached a retard SUbn *“**"■£* 
ing companies sought toexpand ther ' 

This was an Increase of 15 per cent on the previous year, 
according to a report by KPMG. 

pean telecoms groups accounted for S 10 - 2 bn -v. 

activity, with north American groups second on : 

- The $ 1 . 88 bn purchase of a 25 per cent stake in Svyaarwresny 
a consortium of investors, inctucfing George Soros . -m bs gy Mg- ^ 
gest deal of 1907. Other highlights included China TrMacoms , : 5 
$1_2bn acquisition of a 5 per cent stake in Hon g Kbng TeiecffiV-- 
and the S900m purchase of VTR of Ch8e by Telefonica t* SpakL : _ 
“The buying spree is being fuelled by the trend towards coned*: 
Idatlon and globalisation in the sector worldwide, and byVtolvg * 
number of opportunities for market entry wising from privritUMtofL 
and liberalisation. - said KPMG. The firm prwScted a further .. ; ^ 
increase this year. C hri stopher Price, London v 
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ISRAELI STEEL 


EU challenges ruling on tariffs 


Importers to fight duties 


By Frances Williams in Geneva 


The European Union has 
appealed against a World 
Trade Organisation panel 
judgment that Britain and 
Ireland breached WTO rules 
by reclassifying computer 
networking equipment to 
higher-tariff categories. 

The complaint, brought by 
the US, involves some £L5bn 
of US exports of Local Area 
Network (LAN) adapter 
equipment, making it one of 
the most important cases in 
commercial terms heard by 
the world trade body. 


The panel said the two 
countries had violated 
accords reached in the Uru- 
guay round of global trade 
talks by shifting LAN equip- 
ment from a low-tariff classi- 
fication covering computer 
equipment to a higher cate- 
gory for telecoms devices. 
The US says it is concerned 
to ensure that the WTO's 
Information Technology 
Agreement, which will elimi- 
nate tariffs on high-tech 
goods by the year 2000. can- 
not be undermined by reclas- 
sifications. The EU says the 
reclassification is consistent. 


with WTO rules. 

The appeal was notified 
just before a meeting of the 
WTO's dispute settlement 
body which had bean due to 
adopt the panel report It 
yesterday set up panels to 
hear complaints on Cana- 
dian dairy subsidies by the 
US and New Zealand, and by 
the EU against what it 
alleges are discriminatory 
taxes on Imported liquor 
imposed by Chile. Chile 
changed its liquor tax legis- 
lation in response to an ear- 
lier EU complaint but Brus- 
sels says it is still not 


satisfied. Canada and the 
US are third parties 
in thedispute, along with 
Peru. 

Meanwhile, the US and 
five Latin American coun- 
tries complained yesterday 
that proposals to change the 
EtTs hanantj import re gime 
appeared inconsistent with 
WTO rules. The WTO h as 
givm fiie EU until January 
to c ha ng e its banana impor t 
policies. 

However, EU ministers 
have not yet agreed on modi- 
fications proposed by the 
European Commission. 


Israel’s steel importers yesterday said they wot4d appaM against 
the Imposition of import duties on Italian steeL The advisory core- T w 
mittae Imposed a 21 per cent tariff, the equlvtfart of between - V. - 
$12 and $22 a tonne which steel importers and EU e flp to ma fai ; 
said was against the spint of free trade. They also denied dump- 
ing allegations. > . • - 

The local steel production industry is dominated by IMted 
Steel MSs, a aubsldery of Koor Industries, and Yahuda Ptadot. a ; “ '- 
subskiiary of Discount Investment Corporation. They have lobbied y: 
tiie trade and Industry ministry to impose Import tariffs in a bid to 
keep out competitors which would reduce the price of steeL The 
average price of a tonne of steel in Israel is Shirt ,240 (5344). 

Last yeer, demand for steel totalled 700,000 tones of which -.*<• 
240,000 is imported. During the 1990s, Italian and Spanish steal 
was imported, but due to high transport and labour costs impart- ,, V 
ers switched to Turkish steel. The committee's ruling was 
directed against Italian steel imports which are almost rtegfibte. 

But Andre Valda, joint managing director of Hod Metal Products 
and Manufacturing Company, a leading producer of metal wire - 
products, said the ruDng coukf serve as a precedent for duties on. 
Tixtdah-ateel. Judy Dempsey, Jerusalem - - 


INTERNATIONAL 


US tests Mideast peace waters 




By Jody Dempsey m Jerusalem 


Dennis Ross, US Middle East 
envoy, arrives in the region 
today to assess whether the 
time is right for the US to 
put forward proposals to 
kick-start Israeli-Palestinian 
peace talks. 

The US is under pressure 
from Israel not to present a 
plan envisaging a second 
phased Israeli troop with- 
drawal from the West Bank 
with just over 13 per cent of 
land being handed to the 
Palestinians. Only 3 per cent 
of the West Bank and 26 per 
cent of the Palestinian popu- 
lation is under full Palestin- 
ian control. 

The Israeli cabinet has 
already rejected the US plan 
although the European 
Union wants Washington to 
go ahead with it. Kofi 
Annan, United Nations sec- 


retary general, yesterday 
told Israeli parliamentarians 
to honour land for peace, 
saying Israel was responsible 
for "provocative acts” 
including building Jewish 
settlements and confiscating 
land. 

But in a bid to buy time 
and pre-empt pressure from 
the US, EU and the UN, Ben- 
jamin Netanyahu. Israeli 
prime minister, said he 
would unveil his own pro- 
posals in the coming days. 

The plan, according to offi- 
cials, en tails h anding back 
in a second, staggered with- 
drawal about 9 per cent of 
the West Bank to the Pal- 
estinians. provided they 
“fully comply” with the Oslo 
peace accords. Including 
action to combat terrorism. 

They said the third troop 
pullback would be imple- 
mented only during the final 


status talks. This, diplomats 
say, would further 
strengthen Israel’s negotia- 
ting position and contravene 
the Oslo peace accords under 
which the third pullback 
should take place by the 
middle of this year. 

The plan will be unveiled 
during the Knesset (parlia- 
ment) recess to preempt any 
no-confidence votes by 
nationalists In the coalition 
who oppose any pullback. 
But there is concern Mr 
Netanyahu could assuage 
nationalists and settlers by 
releasing land for building 
homes at Har Homa, the con- 
troversial new settlement in 
east Jerusalem. Diplomats 
said the consequences of 
such a move would be “cata- 
strophic”. 

The Palestinian Authority 
fear Mr Netanyahu's propos- 
als will reduce US and EU 


pressure with the result that 
Israel will be “the judge and 
the jury” in es tablishing the 
criteria for compliance. “We 
need outsiders to prove to 
Israel we are fighting 
against terrorism." said a 
Palestinian official 

To measure such compli- 
ance - and revive the peace 
talks - the Central Intelli- 
gence Agency and Israeli 
and Palestinian security ser- 
vices recently suggested put- 
ting security co-operation 
among them on a formal 
footing. Mr Netanyahu 
rejected this because it 
involved a third party moni- 
toring the Palestinian 
Authority’s measures 
against terrorism. 

The EU also offered to 
monitor compliance but 
Israel ruled out any direct 
EU involvement in Israeli- 
Palestinian talks. 



share of blame 




for genocide 


By Wdieta Wrong hi Kampala 



UN secretary general Kofi Annan and his wife Nane at the 
Wallenberg memori a l In Jerusalem yesterday. Mrs Annan b a niece 
of the Swedbh diplomat who saved hundreds of Jews from Nad 
death camps Picture AP 


Putting down routes: ebb and flow in Caspian pipeline politics 


A link with Turkey now looks imminent, 
but the diplomatic and commercial contest 
is far from over, writes Bruce Clark 


'/ KAZAKHSTAN J&. 


.J RUSSIA 


L ate last year, one of the 
architects of Washing- 
ton’s strategy in the Cas- 
pian emerged from retire- 
ment to issue a blunt 
message: the US might be 
losing the battle to guide the 
region’s energy flows 
towards western markets. 

US officials insist that the 
picture has improved, from 
their viewpoint, since the 
warning delivered in a news- 
paper article by Sheila 1 Hea- 
lth, a former National Secu- 
rity Council strategist. 
Several encouraging devel- 
opments have boosted their 
hopes that Turkey, rather 
than Russia or Iran, will pro- 
vide the most important 
export route for energy from 
the former Soviet republics. 

But the diplomatic and 
commercial contest is far 
from over - in spite of a 
series of upbeat predictions 
that a final decision is only 
months away on the con- 
struction of a giant pipeline 
linking Baku in Azerbaijan 
with Ceyhan in southern 
Turkey. 

The governments of the 
US, Turkey and Azerbaijan 
have all declared their 


strong support for this pipe- 
line. which would cost at 
least $2.5bn and run through 
several potential zones of 
conflict on its L700km route. 
But consensus still has to be 
reached among the partners 
in Azerbaijan's main oil con- 
sortium, which include US, 
UK, Russian, Turkish and 
Japanese concerns. 

Ms Heslin’s gloomy prog- 
nosis highlighted two unwel- 
come pieces of news for US 
policy-makers: the strong 
interest shown by European 
companies such as Royal 
Dutch-Shell In building pipe- 
lines across Iran, and a Fran- 
co-Russian contract to 
extract gas off the southern 
Iranian coast. These develop- 
ments, she noted, high- 
lighted the difficulties faced 
by Washington as it seeks to 
minimise the Involvement of 
Iran in the region’s 
long-term energy develop- 
ments. 

But US officials insist that 
the outlook for their vision 
of the Caspian region's 
future - one of multiple 
pipeline routes designed to 
avoid giving any country a 
stranglehold - has bright- 
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ened in a number of- ways. 

First, Russia has moder- 
ated its position on the shar- 
ing out of the Caspian's 
riches by joining Kazakhstan 
in calling for an early agree- 
ment on dividing up the sea- 
bed’s resources. 

Second, there are hopes of 
a settlement in a Caspian 
demarcation dispute 
between the gas-rich state of 
Turkmenistan and Azerbai- 
jan, a republic on which 
western policy has taken a 
giant bet A third, intriguing 
factor to enter the equation 
Is the prospect of “gas lead- 
ing ofl” - with a gas pipeline 
shadowing the proposed oil 
pipeline from central Asia to 


the Mediterranean and pro- 
viding an extra justification 
for the use of that route. 

Unocal, a US energy con- 
cern with an appetite for 
bold pipeline proposals, 
announced last month that 
it was teaming up with Tur- 
key’s Koc group to study the 
feasibility of a gas route run- 
ning westwards across the 
Caspian and then into cen- 
tral Turkey and beyond. 

US policy-makers are sym- 
pathetic to the idea of pipe- 
lines under the Caspian - 
with the potential to free 
Turkmenistan and points 
east from dependence on 
Iran and Russia. They would 
prefer to see Turkey's fast- 


growing demand for gas 
being met by a trans-Caspian 
pipeline, rather than directly 
from Russia. 

The commercial logic for a 
Baku-Ceyhan oil pipeline 
may be challenged by scep- 
tics, at a time when world 
crude prices are telling, and 
alternative routes through 
Russia and Georgia can 
probably cope with 400,000 of 
the 700.000 barrels a day 
which the main . Azerbaijan 
consortium expects to pro- 
duce. But supporters of the 
gas pipeline Idea can point 
to estimates that gas con- 
sumption in Turkey is likely 
to quadruple in 12 years. 

While the trans-Caspian 
line presents huge technical 
c halleng es. Russia has made 
an even bolder counter-pro- 
posal: the construction of an 
under-sea gas route linking 
its port of Tuapsa with Sam- 
sun on the north Turkish 
coast. 

The reaction to this pro- 
posal in Washington has 
been cool. “We don’t find 
this helpful," said a US offi- 
cial “It would enhance Rus- 
sia’s already preponderant 
position in the Turkish gas 

market” 

The alternative of building 
an energy route from Azer- 
baijan to Turkey need not 
exclude Russian participa- 


tion, the official arirtpri 

But as experts on the 
region point out there are 
still several wild cards in the 
game. A mildly sceptical 
note was sounded recently 
by Rasul Guliyev, the ex- 
chairman of the Azeri parlia- 
ment who is now in self-exQe 
and campaigning against the 
“dictatorship" of his erst- 
while boss President Heydar 
Aliyev. While stressing that 
be supports the Baku-Cey- 
han route, Mr Guliyev said 
he believed an early decision 
was either necessary or 
probable. He also believed 
Iran could provide a less 
expensive route if moderate 
forces in that country pre- 
vailed. 

The same message - tha t 
Iran is almost impossible to 
exclude from the energy 
game — will be given in 
Washington next month by 
Turkmenistan’s President 
Saparmurat Niyazov. 

_ Another joker in the pack 
Is the conflict between Azer- 
baijan and Armenia, if the 
conflict over the 
Nagorno-Karabakh region Is 
settled, it could provide an 
ideal route for a Caspian- 
Medlterranean pipeline. If 
the conflict flares up, even j 
the route now currently j 
mooted for the pipeline I 
could become problematic. I 


President Bill Clinton 
yesterday met maimed survi- 
vors of Rwanda's 1994 geno- 
cide and acknowledged the 
world had not done e noug h 
to stop the state-sponsored 
massacres. 

Visibly shaken, he Hateneri 
to chilling personal stories. 
One woman had lost nine 
members of her femfly in a 
90-day killing spree. Another 
saw her parents and four sib- 
lings die. 

Orchestrated by the Hutu- 
dominated government and 
interahamwe militias, the 
slaughter took place, Mr 
Clinton acknowledged, while 
“all over the world there 
wee people like me sitting 
in their offices-, who did not 
fully appreciate the depth 
and the speed with which 
you were being engulfed”. 

“The international com- 
munity, - together with 
nations in Africa, must bear 
its share of responsibility for 
this tragedy.” he told an 
audience, assembled for his 
three-hour stopover from 
neighbouring Uganda. 

“We did not act quickly 
enough after the killing 
began. We should not have 
allowed the refugee camps to 
become safe haven for the 
Killer s. We did not lmmedi- 
ately call these crimes by 
their rightful name: geno- 
cide.” 

The heart-felt mea culpa 
Included pledges aimed at 
preventing a repetition of 
the butchery. International 
nuKhanisms for Identifying 
nations in danger of geno- 
cidal violence must be 
improved, Mr Clinton said. 
He also promised to support 
the much-criticised interna- 
tional tribunal trying Rwan- 
da's suspected killers as long 

as necessary and to back the 

establi shme nt of a perma- 
nent UN international crimi- 
nal court 

But the feet that his visit 
did not take him outside the 
akport precincts, not even 
as fer as a genocide memo- 
nal of human bones hastily 
instructed iso metres from 
the terminal, underlined the 
bitter realities of Rwanda 


four years after the killing s 
Attacks by Hutu extrem- 
ists who fled the Rwanda 
Patriotic Front advance have 
gone from border raids to 
low-level civil war and the 
Tutsi-dominated Rwandan 
government’s assurances 
that it had security under 
control was undermined' 
only this week by the hos- 
tage-taking of a group of 
Catholic nuns. 

Critics of US policy In the 
Great Lakes said last night 
that Mr Clinton’s speech had 
felled to take account of 
rut h less tactics employed by " 
each side, charging him with 
failing to address the sus- 
pected 1997 massacres of 
Hutu refugees who fled Into 
Democratic Congo. 

- Human rights experts 
believe these killings were 
largely carried out by Rwan- 
dese soldiers operating 
across the bonier awH deter- .. 
mi n ed to eliminate a per- 
ceived future threat. -- 
That Issue was instead 
likely to have been raised 
with Laurent Kabila, the 
rebel leader who toppled 
Zaire's Mobutu Sese Seko, 
wlien he met Mr niintop at a 
regional summit in Entebbe 
yesterday. ■ 

The summit brought 
together most of the men 
fsgarded as a “new breed" of- 
progressive leaders that 
Washington, wants to 
engage: Uganda's Yoweri 
Museveni, Rwanda's Pasteur 
JJkinmngtL Ethiopia’s Mdes 
Zenawi and Tanzania’s Ben- 
jamin Mpaka. But it also 
included President Daniel 
frap Moi of Kenya, lncreas- 
rogly sidelined by the US 

administration. 

leadens signed a com- 
JBtoafint with President Clin- 
ron to deepen respect. for 
““ran rights as the shared 
birthright of . an men and ■ 
women everywhere." 

The United States “can" 
jwlp this continent reach its 
full potential in the 2lst cen- 
tury#" Clinton said after the 
Jfiroehour summit “We can 
be a force fear good together ■ 
and all our nations, can be 
proud.'* 
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Rail link scheme may face new threat 


By Jonathan Ford and Charles 
Ba fc*e*or n London 

R^track, operator of tt« UK rail 
infrastructure, would buy the first 
section of the Channel tunnel rail 
link through the southern Englan d 
county of Kent when it has been 
completed but would only take an 
Cation to acquire the second more 
expensive stage into central Lon- 
don, according to the latest propos- 
als to rescue the £5.4bn f$9bn) proj- 
ect. The tunnel runs between 
England and France. 

Rafltrack’s reluctance to under- 
write the whole construction pro- 


would not prevent the Hpwi 
from going ahead, observers close 
to the transaction claim. Bui any 
deal that left open the possibility 
that the second stage would not be 
completed could not be sold to 
ministers. 

Details of. Rail track’s plans 
emerged on the day that it 
unveiled a £lSJ5bn, . lb-year spend- 
ing programme to maintain and 
upgrade the UK rail network. John 
Swift, fee rail regulator, declared 
that he was s dll not satisfied and 
demanded firmer spending commit- 
ments. 

John Prescott, deputy prime min- 


ister. is due to announce the out- 
come of negotiations about the rail 
link within the next few days. If 
Railtrack and the shareholders in 
London & Continental Railways 
have put together a convincing 
proposal, he is expected to give 
them more time to complete the 
details. 

LCR’s first attempt to finance 
the project fell apart in January 
when it was forced to ask the gov- 
ernment for a further £12bn of 
public subsidy on top of the £L8bn 
already agreed. 

But revelations about the LCR- 
Railtrack proposals prompted 


claims from some of the rejected 
earlier bidders for the rail project 
that by failing to seek competing 
offers, the government had missed 
an opportunity to strike a better 
deal for the taxpayer. 

Eurarai), a consortium headed by 
Kvaerner, the construction and 
shipping group, that came second 
in the bidding for the link in 1996 
and Hochtief, a German construc- 
tion group, ore both known to be 
interested in bidding again to take 
on the project- 

Eurorail is understood to have 
received legal advice that the gov- 
ernment could offer it the contract 


without going through a time- 
consuming and costly re-tendering 
process. 

Burarail has offered to revive its 
bid for the project but apart from 
one informal meeting the govern- 
ment has refused further meetings 
with the consortium. 

Under the latest Railtrack pro- 
posals. the company would agree 
to buy the first section of the link 
at a price that would reflect the 
cost of construction. LCR would 
then use this contract as a guaran- 
tee, allowing it to raise sufficient 
cash through bond issues to 
finance construction. 


Authority 
plans to 
quadruple 
fines on 
firms 


By George Graham, 
Banking Editor 


The Securities and Futures 
Authority, which regulates 
brokers and investment 
banks, plans to increase its 
fines to bring it into line 
with other regulators. 

But the SFA also intends 
to give more credit to mem- 
ber firms which own up to 
problems and deal with 
them properly, in the hope of 
persuading more companies 
to report problems. Nick 
Durlacher, SFA chairman, 
said: “We have made an 
effort at better defining the 
stick and carrot approach.” 

Although the SFA is 
expected to be rolled into the 
Financial Services Author- 
ity, the new single regulator, 
by the turn of the century, 
the new scale of penalties 
could still be operating for 
years to come as disciplinary 
cases can often take four or 
five years to complete. 

The biggest fine the SFA 
has levied against a member 
firm . - was £500.000 
<$835,000.00), brought last 
year against Swiss Bank 
Corporation for two separate 
offences. 

The Investment Manage- 
ment Regulatory Organisa- 
tion has levied fines of up to 
£2m, and the Personal 
Investment Authority has 
also increased its tariff. 

“It seemed to us our fines 
bad got stuck in a rut,” Mr 
Durlacher said. 

The SFA will recommend 
to disciplinary tribunals that 
they should multiply the 
penalties by four for firms 
and by two for individuals 
since they are less likely to 
be able to pay large fines. 

But the regulator also 
wants to encourage firms to 
report problems by assuring 
them they will not necessar- 
ily bring disciplinary action 
upon themselves. 

The SFA is particularly 
keen to increase the number 
of reports of "dirty with- 
drawals'*, where a trader or 
investment banker leaves a 
company because he has 
done something wrong, such 
as mls-valuing his positions. 
Unless the case is reported, 
the trader may be able to do 
the same thing at another 
company. 

Mr Durlacher said many 
firms appeared to be taking 
the easy option of letting an 
individual leave quietly. 

"We have a deep suspicion 
that the number of dirty 
withdrawals we get does not 
reflect the reality. If just 
gets swept under the carpet, 
and we’d much rather have 
it brought to light." 

George Staple, a partner at 
solicitors Clifford Chance 
and a former director of the 
Serious Fraud Office, wel- 
comed the SFA's move to 
give credit to companies 
which reported problems, 
but questioned the proposal 
to multiply the scale of fines 
by four. 


Mayoral candidate 
gives Blair shivers 


Ken Livingstone, London’s most 
colourful civic leader since Dick 
Whittington, yesterday 
confirmed Tony Blair's worst 
fears by announcing Ms 
ambition to become the 
capital’s first elected mayor 
Georg© Parker writes. 

“Red Ken", now a left-wing 
Labour MP, was the most 
demonised man in British 
politics during Ms reign at the 
Greater London Council from 
1981 until It was abolished In 
1986-There is every chance he 
could become as much of an 
Irritant to the prime minister as 
he was to Ms arch-enemy. 
Margaret Thatcher, the former 
Conservative premier, now 
Baroness Thatcher. 

Dressed in his trademark 
baggy safari suit, Mr Livingstone 
told a press conference that ha 
was worried that the 
government’s plans for London 
would leave too much power in 
the hands of the mayor. That 
was why he wanted the job. 


"If you have an all-powerful 
mayor, you open up the 
prospect of someone going 
raving mad and abusing those 
powers,” he said. 

"It is far better to have 
someone like myself, who will 
exercise restraint, than someone 
else - like a well-known 
author,” he grinned. 

The world is accustomed to 
idiosyncratic and extrovert 
mayors, but London’s first 
mayoral elections could be a 
real treat The prospect of the 
newt-loving Mr Livingstone 
slugging It out with Lord 
(Jeffrey) Archer, the 
Conservative novelist. Is a real 
possibility. 

Mr Livingstone's 
announcement eclipsed 
publication of detailed 
proposals for a directly elected 
mayor and assembly. Subject to 
a London referendum on May 7, 
the first elections wfU take place 
in autumn 1999 or spring 2000. 
Picture Jason Orton 



UTILITIES GOVERNMENT PROPOSALS 


PERSONAL VIEW Gregory Palast 


Move to force 
share-out of 
excess profits 


Regulators could learn 
from Texas chicken chef 


By Andrew Taylor 
and DavU Wfgfiton 


A package of measures 
designed to prevent electric- 
ity, gas. telecommunications 
apd water companies from 
making excessive profits was 
proposed yesterday by the 
government 

A discussion document 
called on utility regulators 
to develop mechanisms 
enabling consumers and 
shareholders to share exces- 
sive gains when companies 
had “deliberately misled the 
regulator by providing 
incomplete or inaccurate 
information”. 

It also suggested compa- 
nies might have to share big 
profit increases when they 
had benefited from factors 
outside their control, such as 
fuel prices falling sharply, 
said Margaret Beckett, chief 
Industry minister. 

But. after pressure from 
the government and the 
Treasury, the consultation 
document makes clear that 
the status quo is an option. 
“One approach would be to 
rely exclusively on RPI-X 
I t h . e 

formula that governs exist- 
ing price regulation]," it 
says. 

The Treasury was con- 
cerned that forcing compa- 
nies to share “excess" profits 
with customers would 
reduce the incentive to 
increase efficiency and 
could raise their cost of capi- 
tal. 

The industry regulators 
welcomed the decision to 
retain RPI-X and pointed out 
that there were already 
mechanisms in place to claw 
back excess profits. Even if 


the government introduced 
new “error correction mech- 
anisms" it was unlikely to 
lead to substantial changes, 
they said. 

Clare Spottiswoode, direc- 
tor-general of Ofgas, the gas 
industry regulator, said: “I 
welcome the fact that gov- 
ernment has recognised that 
economic regulation should 
continue to be run by inde- 
pendent regulators." 

The document also con- 
tains the expected proposal 
to separate the supply and 
distribution elements of elec- 
tricity licences. 

The move, which is expec- 
ted to trigger a restructuring 
of the industry, comes as 
suppliers have been strug- 
gling to install the complex 
and expensive computer soft- 
ware systems needed for 
when the domestic electric- 
ity market, covering 25m 
customers, opens to competi- 
tion this September. 

Several US owners of UK 
electricity companies, 
angered by last year’s wind- 
foil tax and disenchanted by 
the low margins cm supply, 
are understood to be consid- 
ering selling this side of 
their operations. 

Potential sellers include 
Atlanta-based Southern 
group, which is reported to 
be willing to dispose of all or 
part of South West Electric- 
ity for which it paid £Llbn 
($1.8bn) in 1995. Others 
thought to be considering 
selling supply operations 
include American Electric 
Power, which last year paid 
£1.5bn for Yorkshire Elec- 
tricity. 


From the US, the need for 
reform of Britain's system of 
utility regulation seems 
obvious. Britons pay nearly 
double the US price for elec- 
tricity, double for local tele- 
phone calls and triple the US 
price for a litre of water. 

1 suggest the government 
takes some lessons in effec- 
tive utility regulation from 
Kenneth Williams, owner of 
Leonard's Barbeque Chicken 
Shack in Houston. Texas. 
Two years ago, Mr Williams 
forced the giant electricity 
monopoly, Houston Indus- 
tries, to reduce Us prices by 
$l.5bn. Mr Williams had 
become suspicious of the 
electricity company’s big 
rise in reported profits and 
asserted his right as a citi- 
zen to open a public inquiry. 
To back his demands, he 
invoked a US right to com- 
plete access to the account 
books and records of the pri- 
vately owned utility. 

Every U5 consumer has 
the right to look at accounts 
books, inventory lists, even 
hand-scrawled memos locked 
In the desk of the electricity’ 
company president. Faced 
with having its financial 
soul laid open to public scru- 
tiny, Houston agreed to cut 
its prices. 

How is it that a Texas 


chicken chef has had more 
success in controlling utility 
prices than Britain's expert 
regulators? To find out, let 
us do an autopsy on a recent 
and obvious blunder by a UK 
regulator which will cost the 
public a bundle in higher 
electricity bills. 

In November, National 
Grid floated a portion of 
Energis, its subsidiary which 
strings fibre optic cables on 
National Grid power pylons. 
Shares sold out instantly 
based on a value for Energis 
of £894m ($1.5bn). 

But the windfall will come 
out of the pockets of electric- 
ity customers in England 
and Wales. Every customer 
must pay for the National 
Grid to transmit power. The 
government sets prices 
based on National Grid's 
total value - less the value 
of the Energis subsidiary. 
Therefore, the Energis flota- 
tion should have cut power 
charges by £894m. 

But it did not 

In calculating National 
Grid prices, the regulator, 
Stephen Littlechild, valued 
Energis at 2250m. His mis- 
take will cost Britain’s con- 
sumers £644m. 1 asked the 
professor how he could have 
missed half a 
billion pounds. 


“Because they (Grid execu- 
tives] told me that Energis 
was risky, its value might be 
negative,” be said. 

Prof Littlechild was at a 
distinct disadvantage in 
facing down the utility 
chiefs. He had no access to 
the management's own pro- 
jections and bankers’ opin- 
ions which, undoubtedly, 
valued Energis closer to real- 
ity. In the US. such crucial 
documents would have been 
available for review by any 
curious chicken cook. 

Also, consider where the 
ill deed was done: behind 
locked doors, with the gov- 
ernment regulator closeted 
privately with the utility 
honchos. 

To British eyes, the US 
system is a shock. One 
Labour frontbencher shud- 
dered at the concept of the 
US system, "it’s too litigious, 
too complex, too many 
lawyers." 

And it is true. US 
free-for-all public hearings 
are loud, messy, contentious 
and highly politicised — in a 
word, democratic- 
Gregory Palast m New York 
toon the 1997 David Thomas 
Prize, awarded in memory of 
the Financial Times r eporter 
killed in 1993 on assignment 
m the Middle East 


NEWS DIGEST 


NORTHERN IRELAND 


Senator Mitchell insists 
on agreement deadline 

Georgs Mitchell, the former US senator chairing the Northern 
Ireland peace talks, yesterday took the stalled negotiations by the 
scruff of the neck, announcing for the first time an explicit target 
date of April 9 to bring the process to “a swift and favourable 
conclusion”. 

After three days of frustrating deliberations at Stormont Castte, 
Belfast, foe region’s principal etty. Senator MStcheH said: “The 
time for discussion Is over. It is now time for decision." 

Setting out a detailed schedule for tha final two weeks of non- 
stop negotiations, Mr Mitchell said the participants would meet 
for all five days next week and foe following week. 

“The participants wlH remain in session continuously until these 
negotiations are concluded. We hope and expect that can be 
accomplished by Thursday April 9." 

The British and Irish governments had already set the Easter 
week beginning April 6 as a deadline for the deal. The plan was 
to put a settlement to the people in refarendums on both sides of 
the border In late May well ahead of the confrontational "march- 
ing season” in July. 

Senator Mitchell’s decision to spell out an eocpllcft deadline win 
put additional pressure on the parties to reach an historic settle- 
ment of the Irish question. 

Tha Initiative was welcomed by foe nationalist Social Demo- 
cratic, and Labour party. "We could be at trite for forever if we 
don’t set a deadline," said one SDLP official. 

However, much will depend on the response of the Ulster 
Unionists to foe senator’s personal intervention, amid suggestions 
this week the UUP was seeking to frustrate the timetable by 
questioning the eligibility of Sinn F6ln, political wing of the Irish 
Republican Army, to remain at the table. After a spate of terrorist 
attacks in recent weeks by splinter groups opposed to the pro- 
cess, Mr Mitchell urged the parties to show courageous leader- 
ship and maintain steady nerves. John Murray Brown, Dublin 


PENSIONS 


‘Compulsion’ plea by insurers 

Three leading insurance groups are urging the government to 
make pensions compulsory for millions of workers who are not- 
currently saving enough for their retirement 

In a Joint submission to John Denham, pensions minister. Pru- 
dential, Standard Ufa aid Norwich Union say such compulsion Is 
die only way the state will achieve "adequate pensions for alt” 
given its own reluctance to meet foe bill. They do not recommend 
compulsion for everyone, saying some people simply cannot 
afford it The three groups share between 15 and 20 per cent of 
the persona] pensions market. 

They say pensions saving should be made compulsory for 
about 8m workers - mainly those who are not in employers’ 
schemes, are setf-emptoyed, or who are not contrfouting ade- 
quately to a personal pension of their own. The government is 
due to publish a discussion document on welfare reform, includ- 
ing pensions, today. Christopher Brown-Humes, London 


SOCIAL SNAPSHOT 

More women take up smoking 


Qgaretia smoking 

% of people smoking In Breat Britain, 

1974-96 


The proportion Of women in 
Britain who smoke has started 
to rise in foe past couple of 
years after more than 20 years 
of steady decline, the latest 
General Household Survey 
reveals. The 26th annual snap- 
shot of British life, published 
today, shows foe proportion of 
women smoking rose between 
1994 and 1996 from 26 to 28 
per cent. Just 6hort of the 29 
per cent of men who smoke. 
Men and women aged 20-24 
are more likely than any other 
age group to smoke - 42 and 
36 per cent respectively. And 
young men aged 16-19 are the 
most likely to smoke high-tar 

cigarettes. In comparison, people aged over 60 are foe feast likely 
to smoke cigarettes - 18 per cent of men and 19 per cent of 
women. Simon Buckby, London 
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Minister unveils funding plans 

Chris Smith, chief culture minister, yesterday unveiled proposals 
to raise up to £25m ($42m) a year from the film Industry mid the 
National Lottery to Invest In film training, distribution and cinema 
promotion. 

The proposals were Included in a package of recommendations 
published yesterday by the Film Policy Review Group, a body of 
film executives created by Mr Smith to modernise UK film policy. 
Other proposals included setting up a Los Angeles office to pro- 
mote tha UK as a production centre and launching an annual 
international film markM: in London. Alice Rawsthom, London 
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Soccer violence threat 
prompts TV campaign 


By Jmmy Bums la Lmw*®" 

The British government 
yesterday launched a TV 
advertising campaign as part 
of its strategy to prevent 
English and Scottish hooli- 
gans disrupting this sum- 
mer’s World Cap soccer com- 
petition in France. 

An advertisement will be 
regularly shown on commer- 
cial and satellite TV between 
now and early May. showing 
a fan celebrating acquiring a 
tickeL He is then refused 
entry into a stadium because 
his name does not match 
that on the tickeL 

Jack Straw, the home sec- 
retary, said: “The campaign 
£ targeted at those who 
think that being m posses- 


sion of a ticket bought on 
the black market guarantees 
you a sear - it does not. The 
best advice we can give to 
supporters is ‘No ticket, 
don’t travel’.” 

With just over three 
months to go before the start 
of the World Cup, demand 
for tickets is far outstripping 
their availability. The gov- 
ernment. which hopes the 
UK can stage the competi- 
tion in 2006. fears thousands 
of fans may be planning to 
hop across the English 
Channel to France hoping to 
get a black market tickeL 
making policing more diffi- 
cult 

The government’s cam- 
paign. assumes stadium offi- 
cials and police will be hill- 


ing and able to check the 
identity of thousands of 
ticket holders before 
Tnatchpg. French police have 
already said they will not. 
And tickets sold to fans In 
France will be the only ones 
with holders' names an. 

David Dryer, a leading UK 
sports tour operator, said 
yesterday: “The idea that 
you can control the black 
market or persuade people to 
stop travelling to France is 
absolute nonsense." 

UK and European police 
chiefs fear the French deci- 
sion to set up TV screens 
around the country showing 
live coverage of matches will 
attract thousands without 
tickets and make it harder to 
control fens’ movements. 


CONTRACTS & TENDERS 


GOA SHIPYARD LIMITED 

(A Govt of India Undertaking) 
VASCO DA GAMA, GOA-403 802 

GLOBAL TENDER NOTICE NO. COMM-83 ADVT, 
NO. 06CE/SKG/C-102 DTD. 16/03/98 

“Sealed Tenders are invited from the Renowned 
Manufacturers/Suppliers for Design, Manufacture, 
Shop "tests with Indian Register of Slipping (IRS) 
certification, delivery including transportation to 
site, installation including civil works, test and 
trials and commissioning of a 90T pull capacity 
Winch with Hydra uGc Drive, to be used for hauling 
2500T ships on wheeled trolley train on a 1:18 
declivity slipway through a 4 fail wire rope hauling 
system. The complete job is required to be executed 
on turn key basis. 

Tender documents with detailed specifications, can be 
obtained on all working days except Saturdays, from 
Commercial Deportment., on payment of Rs. 500/- (Rupees 
Five Hundred Only! / USS25.00 fUS Dollar Twenty five 
Only) in case of foreign firms, per set of forms, by a non- 
refundable Demand Draft, payable at Vasco da gama. 
drawn in favour of M/s Goa Shipyard Limited Vasco da 
Gama, Goa, India upto 23/04/98, between 0930 brs 
and 1630 hrs. Tender closes at 1500 hrs, on 28/04/98. 
The tender documents can also be obtained from our 
Mumbai Office. CJo Mazagon Dock Ltd.. Dockyard Road, 
Mumbai - 400 010. India tPh. 91 - 22 - 373 8321, 
373 8749. fax 373 8140). 

Goa Shipyard Ltd reserves the right to assess the capacity 
or capability of the Tenderers or relax any of the qualifying 
requirements, if necessary, and also the right to accept or 
reject any or all Tenders in pan or foil or the right to not 
accept foe lowest Tender. 


CONTRACTS & TENDERS 


TOPJLOTNA OSKRBA d.<M>. Maribor, SLOVENIA (‘TOM’) 
hereby announces to Internationa] investors its 
INVITATION TO BID 

to become TOM’s partner in the development of the 
MARIBOR IPP PROJECT 

TOM, the district healing company of the city of Maribor. Slovenia, is seeking 
an international strategic investor partner to complete development of the 
Maribor IPP Project (the ‘Project’). TOM is presently developing a gas-fired, 
combined cycle, cogeneration facility to be constructed on TOM's existing site 
in Maribor. The proposed facility would have electric capacity of 58 MW and 
thermal capacity of 39 MW, bringing the total thermal capacity to 142 MW 
Technical and economic analyses of the concept have been completed, and 
letters of intent from the power and heat purchasers and the gas supplier have 
been provided. 

The Project is described in detail in an Information Memorandum prepared by 
TOM’S consultant Lahmeyer International (Germany). Potential investor 
partners may purchase the Request for Proposal (‘RFP’) and the Information 
Memorandum OM’), visit the data room inside TOM. and conduct on-site due 
diligence. Investors may bid alone or in consortium. 

Parties wishing to submit a proposal should contact TOM d.o.o., Jadranska c.28. 
2000 Maribor, SLOVENIA (Tel. +386-62-301- 18 1/Fax. +386-62-301-711) 
TOM will provide potential investors with a Confidentiality Agreement. After 
returning the signed Agreement along with an irrevocable bank cheque in the 
amount of ECU 1000 (one thousand) to TOM. the investor will receive the 
tender documents (RFP and IMj by courier. 

A pre-bid conference will be held on 04 May 1998 at 10.00 in TOM's offices in 
Maribor. The final date of submission of proposals is 05 June 1998 at 10.00. The 
first ranked investor partner will be invited for negotiations at the beginning of 
July 1998. ' * 
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MANAGEMENT & TECHNOLOGY 


MANAGEMBJT PRODUCT DEVELOPMENT 


Whirlpool’s platform for growth 


Peter Marsh and Nikki Tait look at plans to rationalise 
the global production of domestic appliances 

aa You’ve heard of the "world car" world’s $85bn-a-year white goods indus- 
03- now there is the “world try. 

litJi cooker”. More than 2,000 engi- To David Whitwam. Whirlpool’s 


- now there is the “world 
ViuV cooker”. More than 2,000 engi- 
neers are being mobilised by Whirlpool 
of the US, one of the world’s two big- 
gest makers of white goods, to bring 
product development in home appli- 
ances into line with automotive indus- 
try practice. 

The company believes that by global- 
ising the development of new products 
from air conditioners to dishwashers, it 
can introduce more innovative designs 
more quickly and at lower cost, pleas- 
ing both consumers and shareholders. 

The plan, put into operation in the 
past few months, will base develop- 
ment of new products on “platforms”. 
These will contain the technological 
heart of the appliance and will be the 
same all over the world. The parts the 
consumer sees - and which ensure that 
a cooker or refrigerator satisfies con- 
sumer tastgs in specific regions - will 
be built on to the platform relatively 
late in the production process. 

The project is based partly on experi- 
ence in the car industry where the plat- 
form principle has evolved during the 
1990s at companies such as General 
Motors. Volkswagen and Fiat. 

Similar concepts are being tried in 
industries including tractors, llTt 
trucks and printing equipment, but 
rarely on the scale that Whirlpool is 
attempting. The company believes its 
platform strategy puts it two to three 
years ahead of competitors in the 


To David Whitwam. Whirlpool’s 
chairman, the scheme is a logical 
development of efforts to turn Whirl- 
pool into a truly global company. Last 
year Whirlpool had sales of $&5bn. one- 
third outside the US. In spite of set- 
backs linked to the faltering economies 
of South America and south-east Asia, 
the company is determined to build 
sales in emerging markets as well as in 
Europe, where it Is the third biggest 
supplier of domestic appliances behind 
Electrolux of Sweden and Bosch- 
Siemens of Germany. Companies like 
Whirlpool have to recognise. Mr Whi- 
twam says, that consumers in separate 
markets differ. “Their products end up 
looking different - bigger freezers in 
one market, smaller freezers in 
another, big kitchens in some markets, 
and so on. But if you back away from 
that, the basic technology, the product 
technology, is exactly the same.” 

It therefore makes sense to divide 
products in two. Behind what Whirl- 
pool calls the “green line” is the plat- 
form. For a refrigerator, this includes 
the casing, compressor, evaporator and 
sealant system. In front of the green 
line are the features that define the 
product: the door, the layout of the 
shelves, the position of any freezing 
cabinet, the air-blowing system to get 
rid of frosting, and the controls. 

Whirlpool divides its business into 
six areas: microwave ovens, air condi- 


tioners, dishwashers, laundry products, 
refrigerators and conventional cookers. 
The 2.000 product engineers working 
on the appliances - made in 35 facto- 
ries around the world - are split into 
teams to look at common parts and 
subsystems. 

According to Ron Kerber, who as 
Whirlpool's chief technology officer is 
in charge of the project, the 135 plat- 
forms that support the company's dif- 
ferent models worldwide will, within 
five years, be brought down to 65. “We 
should be able to make a richer mix of 
products by migrating ideas between 
different development groups." he says. 

Through the process, Whirlpool is 
looking to reduce its S 200 m-a-year 
development bill by 10 per cent, 
increasing the productivity of its prod- 
uct design team by 30 per cent By 
putting component sourcing on a 
worldwide basis and cutting its suppli- 
ers, Whirlpool should also be able to 
reduce purchasing costs by SI 80m. 

The changes are already bringing 
upheavals for Whirlpool's design staff, 
who previously worked fairly autono- 
mously on products for different parts 
of the world. In the case of dish- 
washers, the products for the main 
markets in North America and Europe 
are quite different. Because in many 
US homes the machines double as gar- 
bage disposers. US-style dishwashers 
have mechanisms for chopping up bits 
of food. They also use more energy and 
water, and tend to be noisier. 

But the 180 product engineers from 
Whirlpool that are jo ining together 
have realised that the differences 


between them are fewer than they 
thought As a result, the six base plat- 
forms used to support different dish- 
washer models win be cot to three by 
2002 . 

Fridges are notoriously hard to make 
on a world basis, because consumer 
tastes vary so enormously: US consum- 
ers prefer “larder-size” cabinets, which 
neatly all contain air-blowzng systems 
to make them froet-free; the Germans 
want lots of space for meat, while the 
Italians are keen on special vegetable 
compartments. To cater for the large 
number of vegetarians in TntTfa, often 
within families that contain meat eat- 
ers, the fridges often require internal 
sealing systems to stop smells of differ- 
ent foods intermmgJjog. 

This diversity is behind the large 
number of existing platforms for 
fridges - 48, which the company wants 
to reduce to 25 by early next de cade . 

Aiding the process is a Whirlpool 
internet website far fridge features, set- 
ting out about 170 ways of spec ifyin g or 
arranging parts such as lettuce crispers 
or shelving units, which engineers can 
look up to smooth the product design 
process. 

“In this way an engineer in Brazil 
who wants a specific aspect Aar a new 
refrigerator can look up the website 
and borrow an idea that has already 
been invented for a product in the US 
or Europe," says Jerry Weinstein, the 
company’s hwatf of refrigerator develop- 
ment. Such techniques are part of Mr 
Whitwam’s effort to establish a “global 
mindset”, which he believes is essen- 
tial to the company’s fixture. 



Cofd logic: fewer models could revolutionise production. Advertising Archives 
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^Mow U S WEST International is also 
known as MediaOne International. 
And now there's another name hr innovation 
in telecoms in Europe and Asia . 

In the UK, we introduced the world's first 
PCN wireless service and the world's first 
combined cable telephone service. We're 
the same company that launched the first 


and now the largest analog and digital 
wireless services in Central Europe. And we've 
introduced cable telephone services in five 
international markets , including the world's 
most highly penetrated cable markets. 

So if you're looking hr a new model hr 
success in international telecoms, look to the 
one company with two names. 



TECHNOLOGY WORTH WATCHING 


Wider viewing angle 
for LCD could lead to 
compact screens 

A potential breakthrough in 
liquid orystd display technology 
could pave the way for lighter, 
more comp ac t television 
screens. 

Bes e gch e r s at the Defence 
Evaluation and Research 
Agency in Malvern in the UK 
have managed to enlarge the 
viewing angle of the LCD 
screen without reducing its 
b ri ghtne s s, according to today’s 
Nature, the international science 
journal. 

As a result, they hope to 
increase the optical 
performance of LCDs to the 
point at which they couid be 
used in desktop monitors and 
televisions. The technique does 
not require any adcfitional 
electronic circuitry and so could 
be produced for BtBe mare than 
a conve nti o na l display. 

Most LCDs use a “twisted 
nematic” conflgixation of liquid 
crystals. Applying an electric 
field turns the display black or 
deer by altering the tflt angle of 
the molecules. The snag with 

this approach is that the 
brightness depends strongly on 
the viewing angle. 

The Dera scientists have 
found a way of inducing a 
voltage-dependent twist of the 
molecules. Relying on changes 
In the twist, rather than the tilt 
of the molecules, means the 
display does not suffer from 
restrictions In viewing angle. 
Defence Evaluation and 
Research Agency: UK, tel 
<0)1684 895550 1 fax f 0)1684 
896530. 


aid study 
of earthquakes 

Studying earthquakes has 
always been_cB1Ticutt because 
the plates of the earth’s crust 
move so slowly. Now radio 
signals from global positioning 
satellites are making it possible 
to take accurate, up-to-date ■ 
measurements of toe plates’ 
movements. 

The geologists are able to 
measure toe positions of 
markers thousands of miles 
apart to a precision of less than 
an Inch. According to 
researchers at Northwestern 
University, Illinois, the GPS Hate 

allows geologists to study toe 
slow squeezing within the 
interior of plates. It also makes ' 
It possible to study what is 
happening In zones along plate 
boundaries, where most 
earthquakes, volcanoes and 
geological action occur. 
Northwestern University: US, tel 
8474913115; e-mail 
b-burton9nwu.edu 

Ike robot that 
clears away 


A erawfing robot that can 

remove asbestos from the 

outside of pipes could be a 
fester and safer alternative to 
humans when it comes to 

meaning up older buildings. 

Researchers at Carnegie 
Melton University in Pittsburgh 

believe that the robot, known as 
SOA, offers the first safe, 
ocon onncaI 1 mechanical solution 
to the problem of removing 
asbestos insulation. 

The machine can operate at a 
rate of 30ft per hour, which Is 
about 10 times faster than a 
human operator. 


The robot which to Operated •/. 
by remote control, crawfs dong . V_ 
toe outside of the pipes and - ' 

“chews” off the insUtoting TX. 

materials. The tiny, ca r ci nogenic ! 
particles are captured - ■- 

fest-dryfrig adhesive. The. mate ~ ; 
material to then su ck ed 
a vacuum hose. - 

The derice was conceived as - 
pert of a robotics technology^ .• - 
p rogramme initiated by the .. =■ v-.;. 

Department of Energy ncLjhsflp^ii; 
decont a m in ate and dean tgi Ip \i’ 
nudear weapons sites and *-' •/ X 
other poftited areas. . - , \ IX ^ 

• One of toe main chaflengas 
was to buDd a soph ist i cated XX 
robot capable of handling ■ ■.-VfcvT, X 
hazardous material that was . ^ 
small enough to operate in a - ” 

confined space. . _v 

Camegfe MeBon University: USU 7’”/- ' 
fa/ 4122683830; hBpJ/ X_’ . 

wtnr.cmu.edu/ 


damage m babies , 

A technique to detect potent ia l 
brain damage in premature or 
oxygen-starved babies has , 
been developed at University 
Goflege London, writes Tatum: . 
Anderson. 

The device overco me s the . 
problems associated with . . .. 
assessing brain damage in . 

now- bom babies because they 
cannot stay awake and remain 
stifl far long periods of tone 
while a brain scan is taken. 

The device is placed on the 
baby’s head and emits Infrared 
light which passes through the 
baby’s skull. It then detects - 
how much of toe light Is 
absorbed by haemoglobin, the 
Pigment in the blood which 
carries oxygen. 

The baby is stimulated by . 
visual Images as toe test takes 
place. It processes them using 
part of its brain at toe back qf_ L 
its head, which can be * 
monitored by the detector. The 
aim of the project, sponsors ’ ' 
by the Action Research chwtty. 
is to bu3d up a picture of a 
normal baby's visual 
development in order to assess 
differences that occur In 
premature babies. 

Action Research: UK, tef (0)1403 
210408; fax (0)1403 210541. 


Small-scale water - 
distribution systems " 
made cleaner 

A company on Merseyside In • 
north-west England has 
developed a water disinfectant 
system using chlorine eficotide ' 
Is effective against amoeba 
and togtoneUa and applicable In 
small-scale water dbtributtah 
systems, writes SheBa Jones.' 

Aetiv-Qx, developed by 
Feedwater, releasee high levels 
of chlorine dioxide by adefing a 
weekly ackSc liquid, allowing 
oxygen, rather than chlorine, to 
disinfect. 

Chlorine dioxide to used ' 
mainly in specfeBst applications 
Where chlorine is inappropriate, 
such as the treatment of 

municipal water supplies and in 

the drinks Industry. Feedwater 
says its system can be used in 
soteHer applications because of 

ns use of weak add and mote 

controllable dosing system. 

' Unfike chlorination, the 
Precees does not react vrith 
chemical compounds which can 
release harmful byproducts. 
feedwater. UK. tel (0)161 806 
0808; fax <0)151. 678 5459. 

Vanessa Houlder 
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CINEMA 


Punchy pugilism 
needs firm hands 


Natural talent 
should be saved by 
the bell, argues 
Nigel Andrews 

Some film- mak ers are 
described as “natural tal- 
ents". But how much should 
nature and talent be trusted 
together? In British writer- 
director Shane Meadows's 
lively, uneven, sometimes 
downright maddening come- 
dy-drama TioentyFourSeoen, 
we keep wishing nature 
would get out of the way to 
let nurture In; that nurture 
would say firm things like 
“Get the tone right" or “Cut 
the choral music” or “For 
goodness’ sake drop the DIY 
martyrdom motif." 

This Midlands-set tale of a 
boys’ boxing club, founded 
and run by do-gooder and ex- 
pugilist Bob Hoskins, is shot 
with perky immediacy in 
black and white. Meadows - 
more power to him - is no 
respecter of textbook film 
grammar. There is no 
orderly succession of master 
shot, medium shot, close 
shot. He just handwrites 
with the camera like the 
French New Wavers of old, 
who ran about the streets 
and coined the phrase “cam- 
era-stylo". 

He also has an off-the-wall, 
sometime off-the-map, sense 
of humour. The boxers 
rounded up by Hoskins, who 
aims to spread peace by 
training and gloving the 
neighbourhood’s chief delin- 
quents. are an often hilari- 
ous group of no-hopers and/ 
or no-brainers. Drug addict 
Fagash spends his evenings 
Swami-posed at home, 
reviewing bis narcotic 
options. “Fat Tonka" is a 
boy with an eating disorder 
whose father wants to panic 
him into weight-loss. And 


other members of the halt, 
maimed and mentally disad- 
vantaged queue up to be 
cured by Hoskins’s organ- 
ised knockabouts. 

At times TtoentyFour- 
Severt, which has been 
hugely praised at festivals, is 
like a comedy directed by a 
British Scorsese: fierce, 
punchy and with a rueful 
demotic humour. Meadows 
has a genius for the throw- 
away scene. Hoskins practis- 
ing his chat-up speech for a 
shopgirl he fancier, a street 

twentyfourseven 

Shane Meadows 


MOTHER AND SON 

Aleksandr Sokorov 


ANASTASIA 

Don Bhith and Gary 
Goldman 


BEST MEN 

Tamra Davis 


LES VOLEURS 

Andr& TSchine 


quarrel on the subject of 
“spitting on your chips"; or 
more unnerving flashpoints 
when violence flares from 
nowhere, with a face 
slammed against a car’s side 
or a domestic yelling match 
whose emotional toll is 
caught in the tiny, slow-mo- 
tion postscript of a wife's 
drooping head. 

Late on, tho ug h the film 
goes almost completely to 
pieces. Meadows decides to 
up the ante, or the arty, and 
give Hoskins a tragic con- 
summation. A man Is killed 
in a drawn-out fist fight, 
stylised and archly slo-mo- 


tioa'd to the sound of choir 
music, and Hoskins, dishon- 
oured for defending his kids, 
vanishes into a scruffy mar- 
tyrdom, to be shaken out for 
final honours in the framing 
sequence. 

At these moments Tioenty- 
FourSeven has the glutinous 
piety of a bad Children’s 
Film Foundation feature. 
Hoskins hi ms elf end* up like 
some unthinking man’s 
Robin Williams: a sainted 
beardie who can save us alL 
a “bad will hunter” who 
roots outs wickedness and 
takes it Christ-like upon 
hfmselfl That is the trouble 
with a natural talent like 
Meadows’s. It can “natu- 
rally” turn to mush and men- 
sage-mongering. What he 
needs is the benevolent 
intervention of a mentor. Is 
there a firm-minded pro- 
ducer in the house? 

★ 

Aleksandr Sokurov’s Mother 
And Son is at once powerful 
and inexplicable. Nothing 
happens for 74 minutes, yet 
at times we are gripped as 
by a great painting. That is 
what the film almost is. 
I .imning the slender tale of a 
man’s last hours spent car- 
ing for a dying mother - cra- 
dling her in bed, comforting 
her with memories, carrying 
her on a last “walk" into the 
countryside - the Russian 
director draws out time, 
space and perception so that 
we feel every breath, every 
scintilla of each. 

But is it great cinema, as 
some have claimed, includ- 
ing filmmakers Tarkovsky 
and Paul Schrader? Or is it 
the filmic equivalent of a 
religious trance state: fasci- 
nating but also alip natin g ly 
private, and “painted" in an 
old-masterly style which 
Sokurov says he based on 
Caspar David Friedrich but 


THE ARTS 



Bob Hosfcim in Shane Meadows's TwentyFOurSewan*: ha ends up Ska soma unthinking mm's Robin ffifiams 


which also evokes the sickly, 
retro pietism of the Pre-Ra- 
phaelites. I grew increas- 
ingly sceptical while others 
grew Increasingly impressed. 
See and make up your own 
mind, while the debate lasts. 

Thanks to science, the 
“what if?” behind Anastasia 
has grown larger since this 
animated feature, the first 
from 20th Century Fox. went 
into production. It is no lon- 
ger “What if the surviving 
Russian princess had fled St 
Petersburg to a new life in 
Paris?**; rather “What if we 
ignore the now conclusive 
evidence that she didn’t sur- 
vive at all but was shot with 
the other Romanovs?” 


But why let history inter- 
fere witij Hollywood? It sel- 
dom has before. Better the 
myth, which in this version 
by Don Bluth (of An Ameri- 
can Tail and All Dogs Go To 
Heaven) is a crazed waltz 
across strife-tom Europe, 
with garish colours, soap- 
bubble tunes and characters 
whose accents deepen the 
further down the cast list 
they go. While Anastasia 
and boyfriend Dmitri speak 
broad American, courtesy of 
Meg Ryan and John Cusack, 
Rasputin (Christopher 
Lloyd) is a Slavic snarler 
with an extended lease of 
melodramatic mortality, and 
Kelsey Gramxner and Angela 


Lansbury - con man and 
ducbess respectively - also 
put their vowels and conso- 
nants through the Russian 
mangier. 

As usual with Bluth. the 
funny bits are barely funny 
at aJL Worst offender is Bar- 
tok the albino bat. scripted 
for hectic Yiddish asides. 
T .ivp bis maKtpr Rasputin, he 
should be sent to overacting 
jail, or at least be fed better 
lines. The film's finest 
moments are its earliest. 
Pre-1916 life at the Winter 
Palace is depicted as a delir- 
ium of high patrician living 
- vast balls amid glittering 
chandeliers and sconces in 
rooms vaster and more fres- 


coed than the Sistine Chapel 

- that suggests a combined 
heyday of the Sun King. 
•Napoleon and William Ran- 
dolph Hearst 

■* 

Best Men and Les Voleurs, 
the week’s piquant sweep- 
ings. are about troubled 
criminals on each side of the 
Atlantic. In the first, four 
men dressed for a wedding 
have their day ruined when 
a fifth pulls a bank robbery 
just before the service. The 
movie’s plot goes from mad 
to worse - with sheriffs. FBI 
men and rhubarb ing crowds 

- while director Tamra 
Davis (Gtm Crazy) pulls off a 
spry, unpredictable black 


comedy with much to say 
about male attitutidiniszog. 

Andrb Tdchinds Les 
Voleurs has less to say but 
says it at greater length. A 
troubled cop (Daniel 
Auteuil); a dead brother's 
criminal legacy, including 
troubled son; and Catherine 
Deneuve throwing herself 
from a window as a lesbian 
philosophy professor. Just 
when you think it can't get 
worse, it gets a little better. 
Techine. who made the won- 
derful Les Roseaux Sau- 
sages, has overplotted this 
film. But it still has a fair 
complexity of character and 
thought, and a grace of 
image that can grow on you. 











The mother of all 
Restoration comedy 


THEATRE^ 

alacti 

The Louden Cuckotts 
Royal National Theatre, Laekm 

Plague on thy disrespect; troth, 
madam; husband, 1 swoon . . . 
Yes, we are back in Restoration 
comedy land. The playwright/di- 
rector Terry Johnson has adapted. 
and revived, for the National 
Theatre, a long-neglected Resto- 
ration comedy. The London Cuck- 
olds (1681), ' by Edward Raven- 
scroft (Gent), in which almost 
everything feels familiar - famil- 
iar, at least, to anyone who has 
watched more than half-a-dozen 
Restoration comedies. 

But familiarity, here, does not 
breed contempt The fun of The 
London Cuckolds is its density. 
Three old husbands, three young 
wives, three young gallants: take 
those ingredients, and now imag- 
ine the possible permutations. 
Often, The London Cuckolds 
seems not like an imitation of 
better-known Restoration come- 
dies, but rather like their fertile 
mother. It has energy and inven- 
tiveness in abundance. 

Only 20 minutes in, we are 
caught in the kind of classic farce 


situation (my husband has unex- 
pectedly returned . . . ) which Fey- 
deau took an hour to reach; and 
within the hour we have encoun- 
tered two more such situations, 
each one ingeniously plotted and 
deliciously protracted. It keeps 
reminding us of comic situations 
already made familiar by play- 
wrights from Plautus to Beau- 
marchais; and they are still 
funny. 

The larger joke underrunning 
this series of attempted adul- 
teries is that the most deter- 
mined of the play’s three young 
gallants keeps being frustrated - 
one loses count of how many 
times before the play ends - and 
never once enjoys even one of the 
women who encourage his 
advances. Meanwhile his best 
chum seems virtually to trip into 
the women’s beds by accident 

Each of the wives is different 
tone an urbane wit, one a coun- 
try innocent, one apparently 
pious). None of this seems new, 
but all of It is enjoyable. Where 
the play is at its mast original is 
in the extent to which the three 
old husbands remain in denial 
about the mounting evidence of 
their young wives' adulteries: 
cuckoldry proves better than fac- 
ing facts. 


Johnson has directed his own 
adaptation, and he makes no pre- 
tence that the events before us 
are other than theatre. We see. in 
William Dudley’s designs, charac- 
ters before their entrances and 
after their exits; it is peculiar 
how well this succeeds. 

A few characterisations are 
more formulaic than is neces- 
sary; some of the Restoration par- 
lance sounds more theatrically 
over-emphatic than is convincing 
or fresh; and the production - its 
press night had been postponed a 
month due to an injury to Caro- 
line Quentin, who plays the witty 
wife - is now so well “run in" 
that a couple of its actors have 
learnt to milk the laughs to 
excess here and there. StilL the 
ensemble and pacing are splen- 
did. 

Quentin is, because of TV ( Men 
Behaving Badly , Jonathan 
Creek), the most famous actor in 
the cast She is not, however, the 
most experienced or accom- 
plished; indeed, anyone who 
watched more than one episode 
of Jonathan Creek will have seen 
her recycling the same half-a- 
dozen tricks of voice or face. Yet 
The London Cuckolds has 
extended her range, and only 
occasionally does she fall back on 
her more familiar tricks. (Biting 
her lip on one side, like a 
schoolchild, is my least favour- 
ite). Since she played Goldoni’s 
Mirandolina at the Lyric 
Hammersmith a few years ago, 
she has gained in style a good 


An intimate spell 
in the underworld 


deal, and she is an exemplary 
colleague. Best of all, she sur- 
prises you more as the play pro- 
ceeds: at times in Act Two she 
wields a musical authority of 
voice at once hilarious and 
impressive. 

Ben Miles also reaches a new 
high in his career as the perpetu- 
ally randy and perpetually frus- 
trated Ned Ramble; his raffish, 
scampish energy - even when he 
exaggerates a few moments of 
clowning - are a constant motor 
to the comedy. Alexander Han- 
son’s virile charm could not be 
bettered in the role of Loveday, 
this is an actor. Robin Scans. 
Sharon Small, William Chubb, 
and Hilda Braid are also very fine 
and often very fresh; and Kelly 
Reilly, Anthony O'Donnell, Nigel 
Lindsay, Charon Bourke, Ysobel 
Gonzalez are all highly engaging 
although in more standard sorts 
of ways. 

I prefer Restoration comedy 
when it is played more truthfully 
than this, but there are more 
ways than one to skin a cat. 
Here, as Ned Ramble falls out of 
the tree in which he has been 
hiding and flattens a duck in the 
pool into which he falls and then 
tries to restore it to life, all in a 
matter of seconds, you know you 
are watching very stock theatre 
indeed; and yet you laugh. I do, 
at any rate, heartily. And so do 
many more. 

bi National Theatre repertory at the 
Lyttelton Theatre, London SET. 


OPERA 

UUClAHOCHiANESE 

ItautevenfTs ‘Orfeo’ 

Teatro Goldoni, Florence 


The heavily publicised reopening 
of the Teatro Goldoni in Florence 
with Monteverdi’s Orfeo is fur- 
ther proof that the arts are flour- 
ishing under Italy's centre-left 
government The Goldoni's £7m 
restoration took 20 years to com- 
plete. Such a delay in state fund- 
ing has been a common occur- 
rence, but with the success that 
followed the opening of the 
Bozghese Gallery in Rome last 
year and the flood of pilgrims 
expected for the 2000 Holy Year, 
it seems that government Institu- 
tions are finall y waking to the 
fact that they are sitting on a 
potential gold mine. 

Tucked into a narrow alley 
near the Pitti Palace,, the Goldoni 
theatre was completed in 1817, 
along the lines of what can only 
be described as an early form of 
amusement centre, comprising 
an indoor theatre, an outdoor 
amphitheatre and a ballroom. 
Despite quickly establishing a 
reputation as one of the promi- 


nent stages in Florence, the Gol- 
doni entered a period of decline 
after Italian unification, before 
experiencing a brief moment of 
glory this century with Federico 
Fellini’s staging of his / VitellonL 

Given that Luca Ronconi's pro- 
duction of Orfeo was guaranteed 
to draw crowds, it came as a sur- 
prise to find half the theatre's 
seatmg capacity of 420 occupied 
by the stage, which covered the 
entire stalls. Had the perfor- 
mance not been so fine, such self- 
indulgent effects on Ronconi's 
part would have stolen the show. 

In the event, Ron coni managed 
to rescue Monteverdi’s early mas- 
terpiece from the starched for- 
mality into which it is liable to 
slip. Orpheus’s descent into the 
underworld was particularly 
effective, with the inversion of 
trees on stage and the stalls area 
flooded with water to create the 
Styx. Rene Jacobs moulded the 
voices to a high level of delicacy, 
striking a balance between the 
solemnity of Monteverdi’s sacred 
music and the light, airy quality 
of his madrigals. With the singers 
so close to the audience, the tra- 
ditional barriers were swept 
away, creating an atmosphere of 
great intimacy. 


As if conducting in two direc- 
tions at once were not enough of 
a challenge, Jacobs opted for a 
full 35-instrument orchestra, 
including an organ and two can- 
tinuos - half of them positioned 
in the pit and the others scat- 
tered up in the gods. The theatre 
was thus flooded with music 
from every angle. 

With their predominantly Ros- 
sini an backgrounds, Roberto 
Scaltriti as Orpheus and Cecilia 
Gasdia as Eurydice coped admi- 
rably with the spartan nature of 
Monteverdi’s harmony. The 
purity of Gasdia’s tone came out 
particularly well in her light, 
restrained ornamentation. 
Vibrato was kept in check by 
both singers, whose stylised 
movements were choreographed, 
along with the rest of the cast, in 
such a way that the opera itself 
acquired the feel of a pastoral 
dance. 

As for the future of the Gol- 
doni, things remain uncle ar For 
the 400th anniversary celebra- 
tions of the first musical drama 
written in Florence in 1598, three 
Monteverdi operas are scheduled 
to be performed elsewhere in the 
city under Ronconi’s direction. 
The consortium managing the 
theatre, made up of the Fiesole 
Music School, the Orchestra della 
Toscana and the city council, has 
not yet drawn up a programme. 
The question is whether the ball 
set rolling with Orfeo will gather 
speed, or wind up in yet another 
tangle of bureaucracy. 






INTERNATIONAL 

Arts 

Guide 


wwwnettuno.it/tx3healrocomunale 

• Don Carlo: by Verdi. 
Co-production with the Grand 
Tb^Stre de Geneve, conducted by 
EBahu Inbal In a staging by Andrei 
Sevan; Mar 26, 29 

• 11 Campielto: by Wotf -Ferrari. New 
production conducted by Bruno 
Bartoletti in a staging by Nannl 
Garella, with designs by Antonio 
Fiorentlno; Mar 27, 28 


AMSTERDAM 


DANCE 

Het Muztektheater 
Tel: 31-20-551 8911 
Dutch National Ballet Romeo and 
Juliet Rudi van Dantzig's 1967 
version, created tor the DNB and set 
to Prokofiev's score. With sets and 
costumes by Toer van Schayk; Mar 
29; Apr 1. 2, 3 


scum 


9H 

1892-1964): surv ey of 
merican painter often 
between American 
bstract expressionism 
Deeply impressed by 
ftfia European 

javis was also 

Afro-American Jazz, 
marie with a series of 
e theme of tobacco; 


BOLOGNA 

OPERA 

Teatro Comunate 

Tel: 39-51-529 999 


CANBERRA 

EXHIBITION 

National GaUery of AustraBa 

Tel: 61-2-6240 6502 
www.nga.govou 

New Worlds From Ok* 19th Century 
Australian and American landscapes. 
100 paintings by artists including 
Augustus Earle, Conrad Martens. 
Thomas Cole and Winslow Homer, to 
May 17 


CHICAGO 

CONCERTS 
Orchestra Hall 

Tel: 1-312-294-3000 
www.chicagosymphony.org 
Chicago Symphony Orchestra: 
conducted by Daniels Gatti In works 
by Brahms. With violin soloist 
Samuel Magad; Mar 26, 27. 28 


HELSINKI 

EXHIBITION 
Museum of Foreign Art, 
Sviebrychoff 
www.tog.fi 

Luxury: Gold and Jewellery of 
Pompeii. 1 50 items including 
pendants, rings and bracelets, 
displayed to mark the 250th 
anniversary of the beginning of the 


excavations; to May 31 


LONDON 

CONCERTS 
Queen Elizabeth Hall 
Tel: 44-171-960 4242 

• The Tchaikovksy Experience: 
Roger Norrington conducts toe 
Orchestra of the Age of 
Enlightenment in a weekend of 
concerts, using period instruments. 
Intended to sound as historically 
accurate as possible. Saturday’s 
programme includes extracts from 
Sleeping Beauty and Piano Concerto 
No. t. with pianist Cyril Huv*. 
Sunday's programme includes 
Tatyana’s Letter from Eugene Onegin 
with soprano Joan Rodgers, and the 
Pato&ique Symphony. The 
weekend’s activities include 
afternoon recitals by Huv6 and 
Rodgers, as well as talks and open 
rehearsals 

• Opera North: concert performance 
of Sondheim's Sweeney Todd. With 
the English Northern Phflharmonla, 
conducted by James Holmes; Mar 30 

Royal Festival Hafl 
Tel: 44-171-960 4242 

• PhHharmonia Orchestra: 
conducted by John Efiot Gardiner in 
works by Sgar, Sibelius and Brahms. 
With violin soloist Gkion Kremar; 

Mar 26 

• Philharmonia Orchestra: 
conducted by John Eliot Gardiner in 
works by Elgar. Chopin and Dvorrifc. 
With piano sdoist Maria Joao Pires; 
Mar 30 

OPERA 

English National Opera, London 
Coliseum 

Tel: 44-171-632 8300 


• La Bohdme: by Puccini. Steven 
Plmkrtfs production is revived by 
Barry Atkinson and Frances Moore, 
and conducted by Emmanuel Joel 
(Mar 26)/AJex Ingram (Mar 27) 

• The Tales of Hoffman: by 
Offenbach. New production by 
Graham Vick, designed by Tobias 
Hoheisal and conducted by Paul 
Daniel/WUftam Lacey. Cast includes 
John Tomfinson; Mar 28 

Shaftesbury Theatre 

Teh. 44-171-379 5399 

The Royal Opera; Cos3 fan tutte, by 

Mozart Revival of Jonathan Miner’s 

production, conducted by Colin 

Davis (David Syrus on 27 Mar): Mar 

26,27,28 


MADRID 

EXKBITINS 
FundacM “ta Cafxa" 

Tflfc 34-1-435 4833 
1898. Fin de Sfede Spam: Daily Life. 
Historical exhibition designed to 
reconstruct a plctixe of life in Spain 
at the aid of the last century. 
Includes books and newspapers as 
well as paintings; ends on Sunday, 
then transfers to Barcelona 


NARA 

EXHIBffONS ' 

Nara National Museum 
Highlights o* Aslan Painting from 
Cleveland’s Museum of Art selection 
of 100 works from the 11th-19th 
centuries, from the CMA’s hokfings 
of Chinese, Japanese, Indian and 
KOrean art ends on Sunday 


NEW YORK 

OPERA 


Metropolitan Opera, Lincoln Center 

Tel: 1-212-362 6 000 
www.matopera.org 

• L’ ESsir cT Amorce the final 
performance of the season Is 
conducted by Maurizio Bartini, with a 
cast including Ruth Ann Swenson; 
Mar 26 

• StiffeBo: conducted by James 
Levine, with Maria Guleghina as Una 
and Pterido Domingo as StiffeBo. 

The production is by Glancario da) 
Monaco; Mar 27 

New York CHy Opera, New York 
State Theater 

Teh 1-212-8705570 
www.nycopera.com 
La Bohdme: by Puccini. Production 
conducted by George Manahan and 
staged by GrazieJte Sdutti; 

Mar 28, 29 


PARIS 

CONCERT 
Safie Pleyef 

Tel: 33-1-4561 85 89 . 

Orchestra de Peris: conducted by 
Paul Daniel in works by Messiaen, 
Berlioz and Rachmaninov. With 
mezzo-soprano VesaeBna Kasarova; 
Mar 26 

EXHIBITIONS 
Mus6e Camavatot 

Tat 33-1-4272 2112 
Chaumec showcase of objects made 
by the Parisian Jeweller, from the age 
of Napoleon to the present. Where 
possible, portraits of the owners 
wearing them are shown alongside 
the jewels themselves. Highlights 
include the extravagant parures - 
matching sets of tiaras, necklaces, 
earrings and bracelets - created for 
19th centixy European aristocrats; to 



Jun 28 


ROME 

EXHIBHONS 
ViDa Medici 

Francesco Salviati: 1510-1663. First 
major retrospective devoted to 
SaMoti, one of the lesser known 
Florentine Mannerists, includes 
around 135 works. For the duration 
of the exhibition, there wiH be guided 
visits to see his frescoes, the most 
spectacular of which is In the French 
Ambassador’s study; ends on 
Sunday 


ROTTERDAM 

CONCERTS 
de Doeien Halt 

Tef: 31-10-217 1700 
Rotterdam Philharmonic Orchestra: 
conducted by Valery Gergiev in 
works by Debussy, Mussorgsky and 
Prokofiev. With baritone Dmitri 
Hvorostovsky; Mar 27 


SAN FRANCISCO 

CONCERTS 

Davies Symphony Hafl 

Tel: 1-415-864 6000 

www^fsymphony.org 

San Francisco Symphony Orchestra: 

Herbert Blomstedt conducts 

Bruckner’s Symphony No. 5: Mar 26. 

27.28 


TOKYO 

CONCERT 

Bunkamm 

Tel: 81 -3-3477 9999 
Tokyo Philharmonic Orchestra: 
conducted by Kazushi Ono In a 
concert performance of Janadok’s 


Jenufa. Wftft the Tokyo Opera 
Singers; Orchard HaH; Mar 26 

EXHIBITIONS 
Metropolitan Art Museum 
Teh 813-3823 6921 
Masterpieces of British Art from the 
Tate Gallery: 100 works on loan from 
London, ranging from the 16th 
century to the contemporary; ends 
on Sunday 


WASHINGTON 

CONCERTS 
Kennedy Center 
Teh 1-202-467 4600 
National Symphony Orchestra: 
conducted by Erl Klas In works by 
Mozart, Stravinsky and Saint Sains; 
Concert Hall; Mar 26, 27, 28 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for Europe 
can be received In western Europe 
on medium wave 648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN I nterna tional 
Monday to Friday. GMT: 

06-3& MoneyBne with Lou Dobbs 
1S30: Business Asia 

19-30: World Business Today 
22JXk World Business Today Update 

• Businese/Market Reports: 

05:07; 06:07; 07:07; 0820; 09320; 
1020; 1120; 11 as 12:20; 13:20; 
1420. 

At 0820 Tanya Beckett erf FTTV 
reports live from UFFE as the 
London market opens. 
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PETER MARTIN 


Grin without a cat 

Cendant's plans for National Car Parks illustrate the growing 
trend towards the creation of dematerialised businesses 


"All right," said the Cheshire 
Cat; and. this time it vanished 
quite slowly, beginning with 
the end of the tail, and 
ending with the grin, which 
remained some time after the 
rest of it had gone. 

“ Well, I’ve often seen a cat 
without a grin, " thought 
'Alice; “but a grm without a 
cat! It's the most curious 
thing lever saw in my life!" 

- Lewis Carroll, Alice in 
Wonderland 

On Monday, a company no 
one has ever heard of spent 
$3.1 bn buying an insurance 
company and £801m on a 
carpark operator on two 
different continents. 

Cendant's simultaneous 
purchase of American 
Bankers Insurance of the US 
and National Parking 
Corporation of the UK rests 
on somewhat flimsy 
business logic. 

Henry Silverman, 
Cendant’s chairman, says 
the aim of the acquisitions is 
to provide his company's 
well-oiled marketing 

machinery with new 
products to sell to its 
existing customers. “When 
the same customer pays you 
more, there's no cost to 
that,” he said. “All of that 
goes to the bottom line." 

Perhaps - though the 
opportunities to cross-sell 
carparking spaces in 
Manchester to customers of 
Cendant's Coldwell Banker 
real estate brokerage in 
Florida must surely be 
limited. 

Cendant may be a 
company in too much of a 
hurry. It took its present 
form only in December 1997 
with the merger of two 
obscure service-business 
conglomerates, CUC and 
HFS. Still, it illustrates a 
powerful force in modem 
business. 

This is not - pace Mr 
Silverman - the opportunity 
to cross-sell different types 


of services to the same 
customers. That business 
practice was already a cliche 
when Elizabethan barbers 
first started pulling teeth 
and amputating limbs. 

No. the genuine business 
innovation, which Cendant 
illustrates perfectly, is the 
dematerialisation of the 
company. Like Lewis 
Carroll's Cheshire Cat, the 
physical underpinning is 
v anishing , leaving only the 
distinctive mark - the 
brand, the grin — behind. 

Hotel management, one of 
Cendant's key businesses, 
shows how this works. At 
one time, big hotel chains 
owned their own properties. 
Now the hotels are owned by 
outside investors, but 
managed by the chain that 
provides the name. Some 
brands - such as Cendant's 
Howard Johnson motels - go 
further, by franchising out 
management as well 

National Car Parks, the 
carparking brand that 
Cendant is buying in the UK, 
also illustrates the trend. It 
was founded by two men 
who bought up British bomb 
sites cheaply after the 


second world war. It was as 
much a property company as 
a service business. Nearly 
three-quarters of NCP's sites 
in the UK are owned or on 
long leases. 

Cendant has no interest in 
property, it is likely to 
dispose of most of the sites. 
Instead, it will focus on the 
Immaterial aspects of the 
business. The most valuable 
of these is the brand and the 
management system that 
backs it up to ensure 
adequate service. Cendant 
hopes to extend this to 
carparks owned by others: 
and to deepen it by 
cross-selling other services. 

Service businesses are 
obvious candidates for 
dematerialisation, though 
some manufacturing 
businesses, especially in the 
computer industry', have 
followed the same route. But 
service businesses have an 
edge: they only need 
physical assets at the 
delivery point, and can farm 
that part of the value-chain 
out to others. 

Indeed, some service 
businesses can even retreat 
from providing the service 



itself. As Vidal Sassoon has 
shown, you may not be able 
to export a haircut, but you 
can export the intellectual 
property in a haircut: the 
shape, the experience, the 
look and feel of the salons, 
the brand name. Exporting a 
haircut is an object lesson in 
dematerialisation. Hie 
business's creator withdraws 
from physical contact with 
the customers, but retains a 
big chunk of the value 
added. 

The difference from 
conventional outsourcing 
lies in the attitude of the 
company's management 
Outsourcing takes the 
business as it is. and asks 
which parts can be hived off 
to other suppliers. 
Dematerialisation looks 
forward and say's: how can 
we recreate this business 
weigh tlessly, retaining the 
parts that generate the real 
wealth? 

That requires a clarity of 
analysis that most 
companies don't possess- For 
a start, the really valuable 
skills may not be the 
obvious ones, and they may 
be deeply unglamorous - 
motivating low-paid 
workers, say, or dealing 
patiently with municipal 
bureaucracies. They may be 
so tangled up with the rest 
of the business processes 
that they are hard to 
identify separately. 

Just as difficult, the value 
of a dematerialised business 
rests heavily on the 
customer perception of the 
brand, and its umbilical link 
to the management 
processes that stand behind 
it. Many companies 
exaggerate the true value of 
their brand to customers, or 
do not fully understand how 
to protect it with external 
promotion and internal 
reinforcement. 

So dematerialisation is a 
trend that's easy to spot, 
hard to exploit And. as the 
Cheshire Cat could have told 
you all along, you have to go 
about it in the right way: 

“Would you tell me, please, 
which way I ought to go from 
here?” said Alice. 

“That depends a good deal 
where you want to get to. " 
said the Cat 

"I don’t much care where, ” 
said Alice. 

“ Then it doesn ’t matter 
which way you go." said the 
Cat 

peter.maxtin@FT.oom 




INVITATION 

For submission of offers for the purchase of shares in the 
BANK OF MACEDONIA AND THRACE S.A. 
of Thessaloniki, Greece 

The POST SAVINGS BANK, the NATIONAL INVESTMENT BANK FOR INDUSTRY & DEVELOPMENT SA.. the NATIONAL BANK OF 
GREECE SA and the ETHN1K1 KEFALAIOU SA ADMINISTRATION OF ASSETS & LIABILITIES (the -SeUere") announce their Intention to sell 
two million three hundred sixteen thousand three hundred and seventy two (2.316,372) common registered shares (the 'Shares") in the BANK 
OF MACEDONIA AND THRACE SA (the 'Bank”) which represent 36.98% ol Its share capital. 

To this end the Sefers Invite prospective buyers to submit offers far the shares (the -Offers’) according to the toffowing: 

Ihg_Bgrft 

The Bank was estabSshed in 1979 and is based in ThessaJonikL Today, its share capital amounts fa GFtO 6,608.520,000 dividend into 6.264,000 
common registered shares each having a nominal value of GRD 1 ,055. All shares are listed on the Athens Stock Exchange. 

The Bank performs afl banking activities as determined by the Greek Banking Law. Accenting to its Articles of Association its activities should 
focus on the development of the regions of Macedonia and Thrace. 

A brie! description of the Bank and Its activities is induded in a relevant Memorandum (the "Offering Memorandum")- Interested parties may 
receive a copy of the above Memorandum together with a fuH file of information regarding the Bank activities from the Sellers Agent (as 
stipulated in paragraph 9), upon signing of a confidentiality letter. 

Terms and Procedures 

1- AppBcaWe Reputations: The procedure tor the submission ol the Oilers and the transfer ol the Shares will take place according to the 
Resolution of the Boa/d of the Athens Stock Exchange taken on 19 February 1998 as amended by the Resolution of the above Board taken 
on 19 March 1998 (the “Resolution of the Board ol Athens Stock Exchange - ) and also according to this Invitation and the Offering 
Memorandum. By submitting an Offer prospective buyers are deemed to have fully accepted afl such terms and conditions. 

2- Submission and Contents of the Offers : The Offers must be submitted according to the Resolution ot the Boaid of the Athens Stock 
Exchange and the fallowing condhtons: 

a) The Offers must be submitted to the Board of the Athens Stock Exchange on trie 10 Aprfl 1 998 horn 14SJQ to 15 DO. 

b) The Otters should be made far the whole kit of the offered Shares otherwise they win be rejected. Evidently, due to the nature and the 
condttions of the procedure this Invitation is addressed only to Investors who act in the context of their professional/business activities 
and not to the general public. 

c) The total value of the Shares should be paid In cash upon the transfer ol the Shares. 

d) All Offers should be accompanied by a confirmation of a Bank operating in Greece stating that the prospective buyer is able to pay tor 
the value ofthe Shares. The above confirmation Is not required if the prospective buyer Is a Bank. 

0 ) The Otters should not contain any terms, conditions, reservation or dubious expressions which may create ambiguities in respect of the 
offered price or other matters relevant to the sale. 

0 The submission of Improved or competitive Offers teproNbited. 

3- flrtflMongl CqrKflttogj: The transfer of the Shares will be made under the corxfition that the buyer wtil be bound to comply tor a period of 
two (2) years wtth the foHowtng conditions: 

a) Not to vote In favour of the change ot the name of the Bank. 

b) Not to vote in favour of any proposal far the merger or the acquisition of the Bank by another entity. 

c) Not to transfer the acquired Shares. 

d) To preserve tha existing employment (jobs). 

To this end the buyer wfl sign a separate agreement A draft of this agreement may be obtained from the Sellers’ Agent as stipulated in 
paragraph g. 

4 - Bayateal rod tefltfaam the Offers - Tran sfer of the Shares ; The Seilers wffi appraise the Offers and shall have the right, to their 
absolute discretion, to accept or to reject any Offer as provided for in the Resolution of the Board of the Athens Stock Exchange. The 
acceptance of an Offer w* be concluded upon noti fi c a tion (through a baBJfl or by confirmation of receipt) of the official written acce p tance 
wWch wS) also. provide for the date ot the transfer of the Saras. Furthermore, a relevant announcement wU be published acconflng to the 
Resolution of the Board of the Athens Stock Exchange. 

The transfer of the shares will be effected on the Athens Slot* Exchange through a manual block transaction (outside the automated 
exchange trade system) involving one or two brokerage Arms according to the particular procedure that win be specified in the afore- 
mentioned notice. 

*■ APPflQVfli Of the gwammenfs Privatization Committee : Tha sale of the Shares la made accortflna to the Raeohitian at tha Gftwwwramnt** 
Privatization Committee taken on 19.2.98. 

6 - Approval pf the ot Greggs: Prospective buyers should obtain the approval of tha Bank of Greece in order to acquire the offered 
Shares. 

7 * Approve pf the SaSUaMSfiB Comtnftteo : Prospective buyers should, if necessary, obtain Hiw nppmval nf tha rtnmpatitlnn rtnmntotaa 

®- sate s The Sellers declare that they do not possess any other Shares of the Bank ol any voting rights as defined by 

Article 7 of presidential Decree 51/1992. 

8. TfrV ggjjgffi jjasafc For any communication or information or receipt of documents the Seilers designate as then representatives 
Mr. H. Hortariqs, Manager of the National Bank of Greece, Domestic Aflfflates Division (address: B, Kgrageorgl tie Servias Str, 8" floor, 
tet: 430-1 '384.0391, lax: *30-1-334.0396) andtor Mr. C. Ottwneos (same address, lei.: 430-1-332.0323. same fax), interested parties may 
contact the Seflers representatives in order to receive the draft of the agreement mentioned in paragraph 3 above and a copy of the Offering 
Memorandum after signing a confidentiality letter. 
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LETTERS TO THE EHITOR_ 


US capitalism: a model 
worthy of emulation 


From Hfh Allan Wendt 
Sir, John Gray raises fee 
spectre of the A m erican cap- 
italist dream turning into a 
nightmare (Personal View, 
March 23) and, with some 
justification, takes US 
policymakers to task for 
over-confidence and trium- 
phalism. Yet his many 
thoughtful arguments would 
be more convincing if he 
offered a realistic alternative 
to the American modeL 
The whole world is mov- 
ing towards market capital- 
ism if only because no better 
system has been identified, 
even though many have 
been tried. Yes, in the US 
there are winners and losers 
and inequalities and failures 
in public policy. But these 
problems exist in all 
systems. Winners and losers 
are the price that has to be 
paid for a system that, by all 
evidence, yields the greatest 
good for the greatest num- 
ber. Europe (though not the 
UK) has tried to find a mid- 
dle g round , and the result is 
sclerotic economies, low job 
creation, and record high 
unemployment. 

Professor Gray really goes 
off the deep end when he 


attributes America’s rela- 
tively low. employme nt in 
part to mass scale incarcera- 
tion. He assumes that all 
those incarcerated would 
otherwise be jobless. Surely 
most would be engaged in 
some kind of economic activ- 
ity - even if illegal (this is 
not to condone America's 
high rate of violent crime 
a gains t persons). But, in eco- 
nomic terms, such activity is 
not fundamentally different 
from widespread corruption 
in developing countries and 
the huge grey market in 
Europe aimed at tax evasion. 

On the latter point, does 
not the relatively high inci- 
dence of tax evasion by 
Europe’s rich suggest seri- 
ous social inequalities? Vol- 
untary tax compliance Is a 
good indicator of citizens' 
perception of fairness in a 
free society. 

Here again, the American 
model (though not the egre- 
gious Internal Revenue Code 
itself) may he worthy of 
Emulation in Europe. 

Allan Wendt, 

3234 Volta PL NW, 
Washington DC 20007-2731, 
US 


Advent of the euro offers 
opportunity for change 


From Mr Chris Ogden and 
Mr Paul Bradisk. 

Sir, Lord Cobbold’s view of 
the opportunity that the 
euro presents to commercial 
YnnbK (Letters, Man* 23) is 
timely. Much- of the debate 
so far has been on the diffi- 
culties fee euro presents to 
UK business. Lord Cobbold 
rigidly points out the oppor- 
tunity side of fee equation. 
However, businesses need to 
incorporate several other 
aspects of change into their 
euro planning. 

The first is the internet. 
The average citizen will not 
become properly aware of 
the euro until notes and 
fioins are introduced in Jan- 
uary 2002 - four years from 
now. Four years is a long 
time in the evolution of the 
internet. By then, online 
commerce will have made 
important advances, and 
secure business-to-business 
an d personal transactions 
over the internet using stan- 
dard protocols will have 
became commonplace. 

The second is the technol- 
ogy of payments.- So-called 
"smart cards” will by then 
have become much more 
powerful, incorporating sig- 


nature verification, to ««o* 
bat fraud, currency conver- . - 
soflt, and personal IdaUBM*-. ; 
tion. Electronic , .ctsh r 
technologies an fee internet . > 
will, among other upp prfam fr; 
ties, enable snMS dentnmnft- . - ^ 
tion payments t» /hecoaw - 
e conomic ally viable. . 

It was an interesting COv-V. 
incidence tha t (be came \ 
Financial Times carried 
story in Inside Track - 

textbook final to ok.-, off- 
launch") on ajww book 
finance by Robert Merton ^ 
and Zvi Boffie. Their tanova- ' 
tive thinking win belseax as " 
signalling a sea' change, to ■ 
the way. financial products ^ 
and sendees are designed, ft. .- 
is clear that planning fo rfee - 
opportunity side ot the euro . 
needs to be given a ansfe : “ 
wider context if bustowses 
are to reap the benefit. : 

Chris Ogden, 
director, . 

Future Business Lab. 

Paul Bradish, / .' 

director - Edro Services, ! 

DMR - a division of 

Amdahl, . , : 

Heathrow Boulevard IV, - 
280 Bath Road, 

Middlesex UB7 ODQ, UK 
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Swiss aim is European truck agreement to protect Alps 
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From Mr Francois 
Nordmann. . . 

Sir, I refer to your article, 
“Swiss move towards truck 
charges system" (March 19). 
The Alpine region is under 
grave, threat from the 
Increase in road traffic. Swit- 
zerland has taken draconian 
measures to transfer Alpine 
transit traffic from road to 
rail. In exchang e for the pro- 
hibition on trucks over 28 
tonnes, it has undertaken to 
construct two trans-Alpine 
rail tunnels for the tr ains 
which win, from 2005, trans- 
port trucks from Basle to 
Chiasso or vice versa. 

To regulate the situation 
in the intervening period, an 
agreement was reached on 


January 23 1998 between 
. Switzerland, the European 
Commission and fee EU 
presidency. Switzerland will 
progressively accept tracks 
of more than 28 tonnes but 
will impose a fiscal levy 
fixed at Ecu200 (SFr325) on 
average, ie about £130. This 
agreement was to be 
approved by the member 
states as part of the body of 
texts produced in the sec- 
toral negotiations which 
have been proceeding 
between Switzerland and the 
EU since December 1994. Fol- 
lowing the strong objections 
of one of the member states, 
it was not possible to reach a 
favourable decision at the 
council of the ministers of 


transport on March 17. But 
the text of the agreement 
was accepted by a very large 
majority of states, with some 
expressing certain reserva- 
tions. Switzerland considers 
that fee EU needs more time 
to ratify the work of its 
negotiators - but the text 
remains on the council table. 

Even if the treaty could 
have been definitively 
adopted, Switzerland would 
have brought into force fis- 
cal measures for all trucks 
travelling on the Swiss road 
network (and not just the 
Alpine region), as agreed in 
the treaty of Porto between 
Switze rland and the EU. 

Yonr correspondent 
speaks of a “collapse” in the 


negotiations - which is' man*. ; _.l - 
ifestly wrong - mid presents ,j. 
Switzerland as if it were 
about to react by going it 
alone, which is not correct 
either. The negotiation will . 
continue in fee .five other 
sectors which it covers and 
the ministers ot transport ' 
will examine the issue again. 

Hie idea that ane of them 
could lose elections, if he . 
approves the deal negotiated ; \ 
by Neil Klnnock, EU trans- 
port commissioner, is too. . .. 
ugly to cun template. . 


Franpois Nordmann, • 
ambassador, 

Swiss Embassy, 

165-18 Montagu Place, 
London WlH 2BQ, UK 
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PERSONAL VIEW TOM PETRI AND BERT ELY 


A way out of bad banking 

A private guarantee system for banks would have the benefits of current government 

supervision without its costly drawbacks 

G 


ovemment over- 
sight of individ- 
ual banks is not 
working. 

In order to main tain the 
health of the banking system 
and to forestall losses to 
depositors, governments 
stand ready to support big 
banks against failure. There 
are advantages: this helps 
ensure the uninterrupted 
operation of the payments 
system and the smooth func- 
tioning of financial markets. 
But there is a serious draw- 
back. By offering protection 
against the consequences of 
bad banking, government 
regulation helps inadver- 
tently to encourage it 
Because of this protection, 
loan interest rates do not 
incorporate a sufficient risk 
premium. Hence, uneco- 
nomic projects are too easily 
financed, fostering specula- 
tive bubbles that inevitably 
burst And when banking 
crises do occur, taxpayers 
must ride to the rescue. 

The political reality is that 
many banks, as well as 
entire haniringr systems, are 
simply too big to faiL Yet 
their rescuers are not paid in 
advance for fee risks they 
bear because, government 
regulatory monopolies can- 
not properly price risk. 
Worse, this risk is not 
reflected, before the feet in 
interest rates. 

The frequency and 'grow- 
ing magnitude of banking 
crises calls into question the 
conventional wisdom that 
only governments should 
supervise individual banks. 
After all competitive mar- 
kets produce better out- 
comes than government 
monopolies. 

Moreover, one-size-fits-all 
rules, such as fee Basle risk- 
based capital standards, con- 
strict banking strategies. 
This in turn fosters hanking 
homogeneity and the herd 
instinct that often leads to 
crisis. 

Hence it is legitimate for 
governments to want sound 
banking in order to ensure 
systemic stability. And feat 
task is increasingly impor- 
tant. As technology inte- 
grates banking with insur- 
ance and securities 
activities, fee problems of 
systemic banking risk 
expand to encompass entire 
financial systems. . 


However, it is not axiom- 
atic that public officials 
must directly ensure sound 
banking on a bank-by-baok 
basis. Private-sector compa- 
nies and individuals who 
place their own capital at 
risk will be much more dili- 
gent in pricing and monitor- 
ing bank insolvency risks 
(which they have voluntarily 
assumed) than government 
bureaucrats, who do not 
have wealth at stake and 
who are rarely fired even 
after banking crises. 

In principle, the idea of a 
“narrow bank" might 
address these concerns. Nar- 
row banks would protect 
depositors and fee payments 
system by investing only in 
very safe assets, such as gov- 
ernment bills and high-grade 
commercial paper. Other 
forms of b anking would be 
unprotected. This, though, 
would merely shift banking 


leading indicators of bank- 
ing risk, such as exposure to 
emerging speculative bub- 
bles. Competitive pressures 
would force fee inclusion of 
these premiums in loan 
interest rates, thus inhibit- 
ing the formation of bubbles. 

A private-sector “syndi- 
cate agent", selected by 
mutual agreement between 
the guaranteed bank and its 
guarantors, would monitor 
fee bank's compliance with 
contractually specified pru- 
dential practices tailored to 
its business strategy. 

So as to ensure systemic 
stability and to avoid 
Lloyd's-type problems, each 
cross -guarantee contract 
would have to conform with 
government-enforced risk 
dispersion rules. These 
would not be designed to 
prevent bank failure, since 
that would be the guaran- 
tors' responsibility. Instead, 


As cross-guarantees would utilise 
market forces to produce superior 
banking performance, market forces 
would govern their expansion 

it would be to ensure feat an 
bank insolvency losses were 
borne within the universe of 
guarantors. Closure of a fail- 
ing bank would Ue wife its 
direct guarantors. 

US Congress has before if 
legislation that specifies 
fefise risk-dispersion rules in 
detail. These rules also 
would permit the cross-guar- 
antes system to act as its 
own lender of last resort. 

This proposal would, in 
effect, privatise h anking - reg- 
ulation. it may seem ra d ical 
but the irreversible impact 
of technology on financial 
services demands a. change 
in regulatory philosophy. 
Existing government deposit 
insurance schemes have 
many elements of the cross- 
ffuarantee concept. Our pro- 
posal merely privatises these 
schemes. 

Market forces harnessed 
through freely negotiated 
contracts can transcend tra- 
ditional industry boundaries 
as well as nation-state bor- 
ders. A cross-guarantee con- 
tract, enforceable in a reli- 
able jurisdiction, could 
encompass all of the liabili- 
ties and financial commit- 


risk elsewhere in the finan- 
cial system, continuing to 
expose governments to sys- 
temic risks. 

We therefore propose a 
new division of responsibili- 
ties between government 
and fee private sector. Gov- 
ernments should remain 
responsible for ensuring sys- 
temic stability and for devis- 
ing a mechanism to achieve 
that goal But governments 
should delegate the supervi- 
sion of individual banks to a 
new “cross-guarantee** sys- 
tem. 

Under this system, an indi- 
vidual bank would negotiate 
a prudential regulatory con- 
tract with an ad hoc syndi- 
cate of voluntary guaran- 
tors. largely other banks. 
They would guarantee 
against loss all of the bank’s 
deposits and other sources of 
fending, regardless of the 
currency in which feat fund- 
ing was denominated. 

In return, the guarantors 
would receive a negotiated, 
risk-sensitive premium fre- 
quently adjusted to reflect 
to fee guaranteed 
bank’s riskiness. Premium 
formulas would be based on 


merits of a' globally active 
financial conglomerate. 
Hence, the cross-guarantee 
system could evolve into a 
global regulatory mecha- 
nism accommodating finan- 
cial institutions of all kinds 
and sizes, whether operating 
locally or worldwide. Gov- 
ernment supervision can 
never meet - this chal- 
lenge. 

Due to its risk dispersion 
rules, the cross -guarantee 
system could not start with 
just a few institutions. It 
would require a large pool of 
bank s . But it would not be 
necessary to mandate the 
system for all institutions. 
Instead, it could be author- 
ised for a large market; such 
as the US or European 
Union, and then launched 
once 250 institutions volun- 
tarily obtained cross- 
guarantee contracts. 

Thereafter, in competition 
with existing regulatory 
schemes, cross-guarantees 
would- grow as individual 
institutions obtained' con- ' 
tracts. Increased numbers - 
would further strengthen the 
cross -guarantee system’s 
capacity to absorb shocks far 
worse than the Great 
Depressfon. However, just as . 
cross-guarantees would util- 
ise market forces to produce 
superior banking perfor- 
mance and systemic stabil- 
ity, market forces would gov- 
ern their expan^on. 

We assume that private 
supervision would be more 
attractive .for -banks than ' 
government supervision. But . 
if we were wrong, no b anks - 
would opt for it, fee cross- 
guarantee system -would 
never get off the ground, 
and nothing would be 
lost 

If it did get off fee ground, 
though, there is much to 
gain. Technology has under- 
mined the regulatory con- 
trols over finam riai institu- 
tions. In fee interest of 
economic efficiency an<i gys- - 
temic stability, gov ern ments . 
should try market-based reg- 
ulatory mechanisms. The 
•cross -guarantee system' ' - 

meets that need. 

Mr Petri is. d member of the - 
US House of Representatives' 
from Wisconsin. Mr Ely is o 
financial institutions and 
monetary policy consultant \ 
in Alexandria, Virginia. 
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The verdict on 
Emu members 


An Emu of 11 member states is 
now just a hair’s breadth away. 
The European Commission's con- 
vergence report yesterday con- 
cluded that all li candidates had 
met the Maastricht convergence 
criteria. The report of the Euro- 
pean Monetary Institute, though 
more cautious, did not contradict 
this recommendation. But 
was no great surprise. The ques- 
tion now being asked by Europe’s 
policymakers is whether the con- 
vergence win be sustainable. 

Over the past few years. Emu 
hopefuls have run their economic 
policies with Maastricht in mind 
The result has been dramatic: a 
fall in the average EU fiscal defi- 
cit from 6.1 per cent in 1993, to 2.4 
per cent in 1997. The question is 
whether this restraint will con- 
tinue - or whether, once coun- 
tries have achieved the goal 
of entering Emu, policy co- 
ordination will fizzle out. The 
answer to this question is the key 
to whether Emu will succeed. 

When it comes to the question 
of sustainability, the reports of 
the Commission and the E M I 
diverge considerably. This 
reflects the different nature and 
aims of the two in stituti ons. 

The European Commission, the 
EU*s civil service, has played a 
key political role in the construc- 
tion of monetary union. It is des- 
perately keen to push the project 
along, and so it is unsurprising 
that its report takes an optimistic 
viewpoint It raises no doubts, for 
example, about the comm itm ent 
of the Italian government to 
cany out the fiscal reforms that 
it has promised over the coming 
years. 

The European Monetary Insti- 
tute stands more aloof from the 
process - and has a central 
bank’s natural caution. Its report 
is far more revealing about the 
challenges that lie ahead. And its 
message is strong: the adjust- 
ment efforts of previous years 
need not only to continue, but 
need to be taken much further. 

Colossal task 

Europe’s high-debt countries 
face a colossal task if they are to 
bring their debt ratios down to 
the 60 per cent Maastricht level. 
Italy, for example, would have to 
run a budget surplus of 3 per 


cent of GDP a year to reduce its 
debt ratio to 60 per cent by the 
year 2007. Realistically, debt 
reduction will not happen so 
quickly. But while the debt ratios 
of these countries remain high, 
they will be in a very uncomfort- 
able position - under pressure 
from their peers to reduce then- 
debt as quickly as possible, with 
very little room to manoeuvre in 
case of domestic prannmi p diffi- 
culties. 

Fiscal policy 

And the high-debt countries 
are not the only ones who will 
find their fiscal policies con- 
strained by monetary mrirm. Gov- 
ernments will need to have the 
capacity to use fiscal policy to 
respond to diffi culties without 
breaching the fiscal limits 
imposed by the Stability Pact. 
Emu itself will impose str ains 
that will need a fiscal response - 
greater competition, for example, 
could push up unemployment in 
some countries. And. in the lon- 
ger term, many governments are 
facing huge burdens on expendi- 
ture because of demographic 
trends. 

To get this flexibility, countries 
will need to aim far a budget 
close to balance over the eco- 
nomic cycle. Many of Emu’s 
potential members, including 
France and Germany, are a long 
way from this aim. 

Whether co-ordination of fiscal 
policy wfl] happen is a question 
of politics, not economics. Mem- 
ber states are only just coming to 
accept that, while individual tax 
and expenditure matters remain 
national decisions, the logic of 
Emu requires that the overall fis- 
cal stance must be determined by 
the aim of economic stability in 
the whole single currency area. 

The moral pressure to bow to 
the interests of Europe will be 
strong, as the Maastricht process 
has shown. But even with the 
backing of the Stability Pact, 
peer pressure may not be enough 
to achieve the degree of fiscal 
consolidation that is needed to 
make Emu work. Governments 
must accept - permanently - the 
constraints that Emu will place 
on domestic policy-making. No 
report can predict whether this is 
going to happen. . 


China reforms 


When European Union leaders 
meet Zhu Rongji, China’s prime 
minister, in London next week, 
they will applaud his bold eco- 
nomic reform plans. But they 
will also warn him firmly that 
these must not distract attention 
from the goal of joining the 
World Trade Organisation- 

Western concern has been 
aroused by China's recent reluc- 
tance to make good on promises 
of trade liberalisation. Its hesita- 
tion may be temporary and 
reflect recent political chan g e s at 
the top. But Beijing also seems 
worried that the upheavals 
involved in restructuring its 
economy, above all the ban king 
sector, could be even more severe 
if it opens its market too hastily 
to foreign competition. 

The argument deserves sympa- 
thy. But China needs clearly to 


recognise that internal reform is 
a step towards - not a substitute 
for - eventual integration with 
the global economy- The crucial 
question is how the two pro- 
cesses are to be synchronised. 

The EU has offered to allow 
China to open its services market 
in stages after it joins the WTO, 
provided it commits itself to 
agreed deadlines. Brussels has 
also sought to reassure China 
that it is acting in good faith, by 
spelling out more precisely its 
basic terms for WTO entry. 

China should be encouraged to 
respond by proposing a realistic 
liberalisation timetable. Its incen- 
tive to do so would be increased 
if the US unequivocally endorsed 
the EU initiative. Beijing is more 
likely to listen to messages from 
the west if they are spoken 
clearly, with one voice. 


UK utilities 


Britain’s privatised utilities are 
entering a period of upheaval. 
The introduction of retail compe- 
tition in gas this year and later in 
electricity will reduce the need 
for regulation. This has already 

happened in. telecommunications, 
leavin g only the water companies 
as traditional monopolies. 

The government’s consultation 
paper yesterday on the reform of 
utility regulation gave welcome 
encouragement to the process. It 
was not always clear that a 
Labour government would under- 
stand that as competition 
increased regulation would 
become less important to con- 
sumers - and to the government 

With some exceptions, this 
green paper passes that test. It 
would preserve the broad struc- 
ture of UK regulation and many 
of its special features, such as 
“RPI . X” price regulation. It 
accepts that profits are an impor- 
tant spur to efficiency. Labour’s 
previous ideas in opposition for 
co nfiscating "excess" profits have 
been very much softened. 

Tbe main theme, reflected m 
the title, is to give more explicit 
importance in the law to the pro- 
tection of consumers. And statu- 
tory consumer councils would be 
established to work alongside 
regulators. These changes may 
be more apparent than real. At 


present, all regulators regard 
consumer protection as the core 
of their job. and they work 
closely with consumers* represen- 
tatives. albeit less formally than 
now envisaged- However, prob- 
lems could arise if consumer 
councils, appointed by ministers 
became, in effect, antagonis ts to 
the regulators, and eroded their 
position as consumer champions. 

The other main constraint on 
regulators’ powers would be 
“statutory guidance” offered by 
minis ters once every five years 
or so, on social and environmen- 
tal policy. This is a bad idea, but 
it seems to have been watered 
down enough to do little da m age. 
Most of the other suggestions 
represent a necessary tidying up. 
with welcome moves to greater 
transparency. A merger of gas 
and electricity regulation is over- 
due as the two industries con- 
verge. Proposals to support regu- 
lators with a board of statutory- 
advisers would only institutional- 
ise present arrangements. Replac- 
ing single regulators with a tri- 
umvirate could work. But the 
third option of a US-style com- 
mission should be resisted as far 
too cumbersome. There is plenty 
of work still to be done, but 
taken together these proposals 
wfll do little harm, and maybe 
some good. 


COMMENT & ANALYSIS 


Snapping up bargains 

The wave of foreign investors, particularly from the US, after the recent financial turmoil in the 
region could help reshape corporate Asia, say Tony Walker and John Ridding 


G eorge Soros could be 
forgiven for experien- 
cing an identity cri- 
sis. Portrayed last 
year by Mwhnthfr- Mohamad. Mal- 
aysia's prime minister, as a “par- 
asite” who undermined curren- 
cies and destabilised local 
economies, the New York-based 
financ i e r has now eme r ged as a 
saviour of bankrupt Asian enter- 
prises. 

This month, Mr Soros headed a 
consortium investing $650m in a 
faltering Thai steel min. That one 
transaction is eight tinra larger 
than last year’s total merger and 
acquisitions activity involving a 
target company in Asia. 

Moreover. Mr Soros is only part 
of what may prove a historic 
trend: US investors, rather than 
running scared in a crisis, are 
seizing the opportunity to deepen 
their involvement in the troubled 
tiger economies. In the process, 
they could help reshape corpo- 
rate Asia and deepen US 
long-term political engagement In 
the region. 

“Many US companies have 
been frustrated in the past by 
their inability to access the vast, 
growing Asian consumer, busi- 
ness and industrial markets. But 
this is all changing rather dra- 
matically, as the Asian M&A 
markets begins to open,” says CS 
First Boston, the investment 
hank. 

At the moment, the US impact 
in Aria has been greater at the 
level of international relations 
than on corporate culture. In the 
case of US relations with China, 
the Asian crisis has already had 
an effect. Beijing’s pledge to 
avoid a competitive devaluation 
has been welcomed in Washing- 
ton as evidence of China’s grow- 
ing maturity as an e merg in g eco- 
nomic power. President Bill 
Clinton’s visit to China thi<» sum- 
mer seems certain to increase 
co-operation between the two 
countries, based largely on then- 
mutual concern about Asian eco- 
nomic stability. 

It is not only China. US engage- 
ment with other Asian countries 
has also been reaffirmed in the 
wake of the turmoil, largely 
through US leadership of interna- 
tional rescue operations in the 
region. This has not necessarily 
made relations more harmonious: 
Washington did not endear itself 
to President Suharto of Indonesia 
by pressing vigorously for 
reforms. But even in Jakarta, the 
significance of the US relation- 
ship has increased. 

Western analysts are cautious 
about predicting a lasting and 
irreversible shift in US corporate 
and political involvement in the 
region. There are limitations on 
western abilities to influence a 
patchwork of economies, all at 
different stages of development 
and responding in different ways 
to crisis. Japanese resistance to 
US pressure to introduce a fiscal 
stimulus package is one indica- 
tion of these limits. Indonesia’s 
reluctance to come to grips with 
its predicament is another. 

All the same, at the corporate 
level, as at the political one, the 
pressures and the penetration are 
increasing. “There is no question 
we are seeing an acceleration of 
corporate involvement in Asia, 
especially among those compa- 
nies who already have a presence 
there and who see opportunities 
which fit into tbeir business 
plan.” says Robert Hormats, top 
Asia strategist at Goldman 
Sachs, the investment bank. 

East Asia’s demand for fresh 
capital to clear up bad loans is 
providing western institutions 


Folz alarm 
for Calvet 

The smooth acceleration of French 
carmaker Peugeot-Crtro&i with 
Jearv Martin Fotz at the wheel is 
raising a dust cloud over the 
reputation o! Jacques Calvet. his 
illustrious and long-serving 
predecessor. 

Fotz yesterday added mother 
piece to the jigsaw with a cfetinctfy 
Anglo-Saxon style target for return 
on capital employed - 12.5 per cent 
by 2001. He produced a chart 
showing return skidding from 21 .7 
per cent in 1990 to just 2.4 per cent 
in 1997. 

The company created a stir last 
month by revealing that it expected a 
1997 loss of $408m, not helped by a 
provision relating to the 
abandonment of an Hl-advtsed 
currency hedging exercise. 

Calvet told the daily newspaper 
Liberation Iris did not correspond to 
his management of the group until 
September 30, 1997. but to the 
wishes of ris successor. The 
accounts were d&oy6s rather than 
pgvDf&s - a hard-to-translate French 
pun. implying that they ware 
wayward. 

Folz brushed this objection aside 
as more a word game than an 
analysis of the accounts. Win the 
loquacious Calvet now hold his 
tongue? 

Red missed 

Karen Demirchian's populist style 
doesn't betray the fact that he was 



with unprecedented leverage. 
The conditions attached to Inter- 
national Monetary Fund and 
World Bank rescue programmes 
are playing a role in prising open 
Aria’s closed corporate cultures, 
creating opportunities far inter- 
national rampanfffg 

“The opportunity for invest- 
ment. whether in production, dis- 
tribution or portfolio assets, is 
once- in -a -lifetime," says Adlai 
Stevenson, a former US senator 
and president of SC&M Interna- 
tional, a Chicago-based merchant 
bank. 

“With low bond ratings and 
depressed stock markets acting 
as significant barriers to capital 
raising, Asian companies are 
being forced to pursue all alter- 
natives," argues CS First Boston. 
These are to “undertake the mIp 
of non-core assets or seek an 
infusion of cash from abroad in 
the form of a joint venture or 
sale of a significant s take" . 

US companies are moving to 
seize opportunities. Much of the 
action has been concentrated in 
countries that, have gone furthest' 
in hn plw m gnting IMF and World 
Bank measures aimpd at achiev- 
ing transparency in their econo- 
mies and improving corporate 
governance. Thailand and South 
Korea have topped the list 

The list of deals concluded 
since the crisis emerged in the 
middle of last year runs the 
gamut of business, from Ameri- 
can Insurance Group's buyout of 
a Thai finance house to tha big 
automotive and electronics 
groups. Delphi Automotive, the 
components subsidiary of Gen- 
eral Motors, is weighing up the 
acquisition of its largest Korean 
counterpart Intel, the US micro- 
processor manufacturer, has 
been seeking to expand coopera- 
tion with Samsung Electronics. 

The main focus, however, has 
tended to be on finance, a sector 
that has traditionally proved to 
be the least accessible to interna- 
tional Investors. That is changing 
under the pressures unleashed by 
the region’s upheaval and by the 
demands of structural reforms, 
especially in the biggest markets 
of Japan and Korea. 


Merrill Lynch, the US invest- 
ment bank, is spending $300m to 
buy part of the brokerage 
operations of bankrupt Yamaichi 
Securities, exploiting a long- 
awaited opportunity for US 
finanro houses to break into the 
closed Japanese market. GE 
Financial Assurance, a unit of 
GE Capital, is also seeking to 
pro fit fr om Japan's troubles by 
fo rming a $1.15bn joint venture 
with Toho Mutual, Japan’s 12th 
largest life insurer, which was on 
the verge of nofiapw* Hie deal, 
which gives GE control of the 
new venture and protection from 
the liabilities of the did Toho, is 
extremely favourable. 

“A transaction an such terms 
would have been unheard of 
prior to the crisis, when most 
Asian companies saw little need 
or desire to cede control to secure 
capital.” says CS First Boston. 

Coca-Cola, the soft drinks com- 
pany, and Procter & Gamble, the 
consumer products group, are 
among other prominent US com- 
panies that have moved quickly. 
Coca-Cola recently paid $441 m for 
the bottling unit of Doosan 
Group, its Korean partner, while 
Procter & Gamble bought Ssan- 
gyong Paper from the Ssangyong 
conglomerate. 

Companies such as Coca-Cola 
and P&G are well established in 
the region and already had target 
companies identified as part of a 
business plan. They have tended 
to be among the first wave of 
“bottom fishers” - that is, people 


tirnffed activity before the crisis 
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hoping to snap up bargain-base- 
ment deals. Mr Soros and other, 
more opportunistic investors are 
comparatively new to the region. 
They represent a second wave 
that is now stirring. 

“The first phase, which is well 
under way, concerns those com- 
panies who already know their 
targets,” says the head of corpo- 
rate finance at one regional 
investment bank. “The next 
phase, which is beginning to stir, 
involves new players.” 

The inflows of foreign capital 
are putting pressure on manage- 
ment practices, and hence could 
change corporate culture in 
Asian countries. A landmark was 
passed last week when SK Tele- 
com, one of Korea’s biggest 
mobile telerv unn i m ricati anii man- 

ufacturers, yielded to pressure 
from a group of foreign share- 
holders led by Tiger Manage- 
ment, a US hedge fund. SK Tele- 
com agreed that two outside 
directors could be appointed as 
directors, the first time overseas 
investors have gained representa- 
tion on the board of a Korean 
chaebol, or conglomerate. 

“In itself it sounds Hte a small 
step,” said one Hang Kong-based 
fund manager. “But it is a mea- 
sure of how far the environment 
has changed. Six months ago, the 
idea of foreign investors pushing 
through these kinds of changes 
would have been fiction.” 

How much further these 
changes extend, and to what 
extent US companies reap the 
rewards, remain big questions. 
Many obstacles remain. 

Among the general problems 
are lingering risks with invest- 
ments and a potentially limited 
window of opportunity. Although 
investment banters in the region 
are optimistic about the potential 
for mergers and acquisitions and 
the extension of international 
business interests, they are also 
cautious. 

They have two contradictory 
worries. One is that things have 
not settled down sufficiently. 
“We are quite a long way from 
understanding the full extent of 
the difficulties in the corporate 
sector in all of these countries," 


says Mark Dowie, head of corpo- 
rate finance at Jardine Fleming, 
the Hang Kong-based investment 
bank. “So it is a very brave move 
now with almost unlimited down- 
side. To wait is not a risky strat- 
egy.” 

The other is that the door 
could slam shut “There is proba- 
bly a window of 12 months,” says 
Bob Broadfoot, managing direc- 
tor of political and economic risk 
consultancy in Hong Kong. 
Within that time, he believes, the 
strong will have ensured survival 
and the weak will have perished. 

“I have two big concerns,” says 
the regional chief executive of 
one US hank. “One is if Korea 
and Co think they have turned 
the corner and slam the door 
shut a gain- Hie other is if these 
economies don’t recover and 
plunge into social upheaval. 
Than international investors are 
going to become the focus of 
anger and dianimifmwien t-" 

A merican companies 
are not alone in con- 
fronting these hazards. 
Last week. BASF, the 
German chemicals group, con- 
cluded the largest deal with a 
Korean conglomerate since the 
crisis struck, agreeing to pay 
$600m for a division of the Dae- 
sang group. Core Pacific of 
Taiwan has snapped up part of 
Yamaichi’s operations and has 
signalled Its interest in Korean 
industrial assets. Prince Al-Wal- 
eed bin Talal, the Saudi investor, 
has bought stakes in Korean and 
Malaysian automobile manufac- 
turers and a Singaporean prop- 
erty group. 

But US companies might bear 
the brunt of any reaction to for- 
eign capital. To the extent the 
IMF is identified with the US. 
protests against the fund’s poli- 
cies tend to take an anti- 
US flavour. 

The result, say US executives, 
is a premium on preparation. “It 
is absolutely crucial that we are 
not seen to be stampeding in, 
exploiting their problems,” says 
one senior banker. “If we tread 
carefully, we will make the big- 
gest strides." 


OBSERVER 

once a communist party boss. On a 


whirlwind tour of the Armenian 
backwoods drumming up votes lor 
Monday's presidential election, he 
stops in small viBagea just tong 
enough to shake a few hands, crack 
a few Jokes and step in the blood of 
a iamb freshly slaughtered in his 
honour. 

The 65-yea--old Demkchian ruled 
Armenia as first secretary of the 
communist paly from 1974-86 when 
the then Soviet republic enjoyed an 
era of stability and relative prosperity. 
Now that times are hard, there's a 
temptation to recall the days when 
shops were full and feefoassa - 
sausage - cost a few kopeks. 
Unofficial polls show the former 
communist apparatehBc running dose 
behind his much yoixiger opponent, 
the incumbent Robert Kocharian. 

Kocharian has an uncanny likeness 
to actor Robert Da Niro, but there's 
not much glitz or glamour about Ns 
campaign - he favours tong, careful 
speeches in his urfashlonable 
Nagorno-Karabakh accent, all about 
how well he has done with 
privatisation and economic reform. 

This pedestrian style is poor 
competition for tiie charismatic 
Demlrehtan, who - apart from 
bagging the nostalgia vote - is stfil 
pulling the old party trick of 
promising much without letting 
anyone in on the secret of how he 
plans to deliver. 

Shop soiled 

There used to be lots of little shops 
on the prairie before huge Wal- Marts 
and other discount stores put them 


out of business. 

Now Wal-Mart - founded by Sam 
Walton, who always seemed to be 
wearing a baseball cap and liked to 
drive around to an old pickup truck - 
is trying out something new. The 
latest wheeze involves smaBer 
convenience stores, on the grounds 
that people might Hke to shop in the 
neighbourhood. 

As Walton himself once said, on 
the way to becoming a 
mutti-bilBonaire, the bigger the 
company gets, the smeBer It has to 
act 

The opening of the new, compact 
WaFMarts is sure to be better 
organised than the debut of Sam 
Walton's second store to Harrison, 
Arkansas, way back in 1964. 
Apparently the watermelons piled to 
front exploded to the Ally sui, the 
donkeys hired to give children’s rides 
dd what donkeys have to do. and 
the resulting mess was trailed 
through the shop. 

Some neck 

It's time for Ned Kelly - Australia’s 
Infamous bushranger who became a 
folk hero for robbing tots of banks 
with a tin can on his head, to be put 
back together - at least so his 
93-year-old niece Is claiming. 

Kelly'S skull was stolen to the 
1970s from a cfisplay at the old 
Melbourne Jail, where he was 
hanged in 1880. A priest acting for 
the niece says the current custodian 
of the skidi might give it bade on a 
promise to buy It with the other 
remains, which were Interred in 1929. 

The niece yesterday called for the 


whole of Ned to get “a Christian 
burial" , but it appears that being 
related to the old ruffian is still a 
matter for dtecretion even 11B years 
after Ns death - the niece Is carefully 
keeping her name out of the 
papers. 

Graphic account- 

Selling Europe has never been the 
Eurocrats' strong point, but 
yesterday Bassets seemed to be 
getting its act together as it told the 
world that 11 countries were fit to 
join the single currency. 

French monetary affairs 
commissioner Yves-Thibault de 
SUguy, who’s a bit of a techno-freak, 
used animated colour graphics to 
show fafllng inflation and public 
deficits. 

Yesterday was the 40tti 
anniversary of the signing of the 
treaty of Rome, which founded the 
European Union. Observer doesn't 
recall how well Euro-PR was handled 
then, but there have been some 
ragged displays in the intervening 
years. Yesterday's Emu fanfare 
suggests that the old dog might be 
learning soma new tricks. 

In conclusion 

Even former Fed chairman Paul 
Voicksr seems to be having trouble 
with European monetary union. 
Speaking to London on Tuesday. . 
night, he said ha woitid give a 
balanced view on the planned single 
currency, but promised that, in dua 
course: "I wifl come to some 
confusion." 



100 years ago 


Spanish Threat To U.S. Navy 
New York, 25th March. An officer 
on board an American torpedo 
boat at Key West Harbour, when 
Interviewed regarding Spain's 
torpedo flotilla, made the following 
statement- “If the United States 
Government allows the flotilla to 
reach Porto Rico, It wiB be a big 
mistake. The flotflla win be a 
greater menace to our fleet than 
the entire Spanish navy, for Porto 
Rico Is nearer Key West than 
Cuba. There are orty two torpedo 
boats in our navy which have any 
chance of escaping the flotilla. As 
a torpedo expert. I say that If 
every ship to the United States 
Navy were brought here there 
would be none too many when 
the strength of the flotilla is 
considered." 

50 years ago 

Africa Ports congestion 

Mombasa, Kenya, March 24. Sir 
Wffliam Currie, c ha i rma n of the 
Peninsular and Oriental and British 
India Steam Navigation 
Companies, declared here to-day 
that he was concerned at delays 
at Mombasa and other East 
African parts, and that urtiess the 
delays were eliminated “regular 
salflng programmes wU be 
impossible to m ai nt a in." Ships 
haw been delayed here almost 
three weeks, and stripping officiate 
fear it may be necessary for 
certain ships to bypass this port 
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THE LEX COLUMN 


Italian lessons 


Zs Italy the sick man of Europe? Stuping 
about its high public debt levels by the 
likes of the Dutch central bank suggests 
just that But ironically, Italy could be 
better placed to thrive under the new sin- 
gle currency than some other countries. 

How can this be? Simply because sue- 
cess und er monetary union will stem less 
from the macroeconomic convergence 
required by the Maastricht Treaty 'and 
more from microeconomic flexibility. For 
all Its faults - and there are many - Italy 
is adaptable. This quality Is most obvious 
in its small and medium-sized businesses. 
But it is also evident in the country's 
willingness to embrace foreign economic 
ideas. The same cannot be said for 
France, for example, which likes to do 
everything the Gallic way. 

Talk of Italian adaptability may sound 
strange given the government's plans far 
a 35-hour week. Certainly, this is a retro- 
grade step: the labour market is where 
greater flexibility is needed most That 
said, the actual scheme is fairly toothless. 
Nobody will be stopped working over 35 
hours; there win Just be a token tax. 

Mare worrying is the political pressure 
now mounting to pour yet mare cash into 
the south of Italy. The mezzoglamo - 
with its wTrawi w mlcaTly hi gh Wage levels 
and organised crime - is Italy’s real Achi- 
lles' heeL What is needed is a crack-down 
on the Mafia and a change in culture to 
wean the population off state aid, not 
more dollops of subsidy. 

The Prod! government is addressing 
other weaknesses. The state is being 
slimmed through aggressive pri TOfiMtinm, 
the rigid distribution system is being lib- 
eralised and corporate governance 
reformed. Italy stfil has much to learn. 
But the rest of Europe also has much to 
learn from its capacity to learn. 

US equities 

The latest sign of Wall Street’s over- 
valuation is that the prlce/eamlngs ratio 
has shot into record territory. The S&P 
Composite now trades on a multiple of 
over 27 - overtaking the previous record 
of 26 set in 1992. Only three tinwg in the 
past 30 years has the ratio risen above 20. 
The first two examples - before the bear 
market in the early 1970s and on the eve 
of the 1987 crash - are obviously disturb- 
ing. But the 1992 example Is not that 
encouraging either. There was no crash 
then, but it was just as the economy was 
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coming out of a recession so earni n gs 
were low and expected to rise rapidly. 
Such a lofty multiple is harder to justify 
seven years into an upswing: 

That, of course, does not stop bulls 
attempting to do so. The main point is the 
now-familiar one that we live in an era of 
low inflation and low interest rates, stable 
growth and high quality corporate earn- 
ings. On top of that, it is argued, there is 
an increasing appetite for equities as age- 
ing papulations save for their retirement. 
There is undoubtedly some truth in all 
this. And it does justify some upward 
valuation of equities compared with his- 
toric norms. 

But there are clouds on the horizon. 
Without the Aslan financial crisis, the US 
Federal Reserve would already have 
raised Interest rates. Furthermore, high 
earnings expectations may not yet have 
folly factored in the Impact of the Asian 
slowdown. The record p/e ratio does not 
mean a correction is imminent, but it does 
Increase the risk. 

Volkswagen 

The phoney war for the hand of 
Rolls-Royce Motors is drawing to a dose. 
Volkswagen confirmed yesterday it had 
sent in its bid, and on time. That was 
enough to prompt BMW to break cover 
and assert that it may bid soon. The 
Opportunity to buy a superb brand does 
not come round that often. And given that 
Volkswagen now has the cash to indulge 
its expansionist strategy, its interest 
comes as no surprise. Shareholders, how- 
ever, could be forgiven for feeling ner- 
vous. One question is whether Volkswa- 


gen needs to add to its already ambitious 
range. A bigger concern is that Volkswa- 
gen could end up overpaying. BMW sup- 
plies engines and important components 
for the new generation of Rolls-Royce, and 
Volkswagen would struggle to match 
these cost advantages. If Volkswagen does 
beat BMW to the prize, it could free tough 
competition should BMW choose tD 
la unc h its own luxury car. Of course 
Volkswagen may be playing a canny 
game. BMW may be lulled into compla- 
cency by its perceived advantages over 
Volkswagen, and underbid. But the 
chances of Volkswagen picking up 
Rolls-Royce on the cheap look slim. 
Indeed, that possibility’ might be enough 
to tempt Mercedes-Benz back into the 
fray. 

Africa 

Will BUI Clinton be tempted to take a 
flutter on Africa? He and the first lady 
have not in the past been averse to a 
speculative punt, and Africa remains a 
great gambling outpost But is tt a bona 
fide investment destination? It Is not, 
after all, the last undiscovered (by inves- 
tors) continent for nothing. Almost 
uniquely in the world, most Africans are 
worse oft than 30 years ago. And foreign 
direct investment flows fell 10 per in 1997. 

President Clinton, however, detects a 
“new Africa". In some ways he is right 
Politically, there is a new generation of 
leaders who represent an encouraging 
breath of fresh air. Economically there is 
progress too: growth, inflation and gov- 
ernment deficits are pointing in the right 
direction while advances are also being 
made in liberalising economies. These 
developments constitute a respectable 
investment case. For a dollar-based inves- 
tor. Africa has handsomely outperformed 
overall emerging markets in recent years. 
Depending on the time frame, it also com- 
pares favourably with the US market 

Generalisations, of course, are danger- 
ous: Ghana has recently been excellent, 
Zimbabwe and Kenya poor. How should 
investors proceed? First favour countries 
such as Ghana where leaders have the 
authority to pursue tough policies. Sec- 
ond, manage downside risk by buying rep- 
utable names. Local listed subsidiaries of 
groups like Standard Chartered and Uni- 
lever combine emerging market growth 
potential and cheaper valuations with the 
security of parent company practices. 
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Europe today 

Much of eastern Europe wffl be dry 
with some sun although it wM be 
cold. South-east Europe wffl have 
mother disturbed day as low pres- 
sure continues to dontti ate. Show- 
ers and speBa of heavy rain are 
expected and It wffl be cold 
enough for snow in upland areas. 
North-west Europe and most of 
■Scandinavia will be unsettled with 
rain but the south of France, the 
A^Jine states and eastern Germany 
win stay dry. The western Mediter- 
ranean win have warm sunshine. 

Five-day forecast 

South-east Etropa wffl become 
more settled. Central and north- 
east Europe wffl also be settled 
with high pressure dominating. 
Western Scandinavia and the 
northern half of the British Isles wffl 
stay changeable but the mat of 
north-west Europe wffl become 
mainly fine. Western Spain arxf 
Portugal win turn showery over the 

weekend. 
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China takes measures to 
spur sluggish economy 


By James Harding and James RynflB to 
Beijing and Jobn Ridding In Hong Kong 

China has cut the reserve 
requirements for state banks and 
reduced interest rates to ease credit 
and spur growth in an economy 
showing signs of fatigue. 

The moves are the first evidence of 
a new wave of activism in the man- 
agement of Chine’s slowing economy 
since Z hu Rongji took over as prime 
minis ter last Week. 

His government yesterday 
released details of a bold pro gramme 
to overhaul the bank reserve system, 
aimed at releasing fresh funds to 
recapitalise China’s troubled state 
banks and encourage a recovery in 
ha pfc lending to help rernvigarate 
domestic demand. 

The People's Bank of China, the 
central bank, abn cut the l e n d i n g 
rates that can be charged by com- 
mercial banks by an average of 0.6 
percentage points and deposit rates 
by just 0.16 percentage paints in an 
attempt to ease the debt burden on 
struggling state-owned companies. 

The reserve requirements, govern- 
ing how much commercial banks are 


obliged to keep on deposit at the 
central tank, were cut from between 
1 B -20 per cent to 8 per cent of total 

hank deposits. 

The FBOC <*?i*niated that at the 
end of 1997 the state banks’ total 
deposits amounted to Yn8^40bn 
(Sl.OOObn). Economists in Beijing 
estimated the cut would, in theory, 
release Yn820bn for use by the 


China's gross domestic product 
grew by 8^ per cent last year, a 
touch below original government 
forecasts. There is concern that the 
country will struggle to achieve this 
year's growth target of &0 par cent 
as the effects of Asia's financial cri- 
sis erode exports and inward invest- 

TfjPTlt, 

By no means all the funds freed by 
the cut in the reserve requirement 
wifi be available ft ar lending. The big 
four state commercial hanks mist 
set aside YnZTOtm to boy a "special 
bond” issue from the finance minis- 
try. This is aimed at recapitalising a 
banking system which same econo- 
mists say is technically insolvent 

The commercial banks are expec- 
ted to use the proceeds of the 


reserve requirement cut to is pay at 
least some of their debts wtih tb&r 
central bank, which the Economic 
Daily, the official newspaper, esti- 
mates at Yn567ba 
Wang Xuebing, chairman of tte- 
Bank 0 f china, said the inggnr 
requirement cut would bdp.S&Dak- 
late tending, some of which couJdW 
directed towards housing. ’Last 
week,Mr23wlttentlfiedthecdiniBHv' 
dallsation of the large state housing 
sector as an engine of growth ip.ah_ 
economy inriwg momentum. 

The modest interest rate reduc- 
tion, the fourth since May ,1996^ 
brought the Interest on six-month 
loans to 7J)2 per cent from 7.65 per; 
cent Interest cm one-year loans ftofl 
to 7.92 per doit from BLW per 
The rate cut caught invasion! by. 
surprise, prompting a rally in inter- 
national listings of Chinese ccanpa-. 
ales. H-shares, the Hong. Kang list- 
fogs of mainland state enteiptfsefc-j; 

jumped 55 per cent. The “red chfcT • 
index, which tracks the shares ot 
Hong Kong subsidiaries .of m ain la nd 
companies, rose 1.4 pm* emit. ■ ' 
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US revises view on sanctions 
for groups dealing with Iran 


By Brace Clark In Washington 


The US is rethinking its attitude to 
sanctions against European and 
Asian companies that invest in 
Iran’s energy sector ; a senior US offi- 
cial said yesterday. 

The statement by Jim Steinberg, 
deputy national security adviser, 
was file first public confir m a tion of 
a new caution in US deliberations on 
whether to penalise Iran’s partners 
and incur the risk of a transatlantic 
trade war. 

Mr Steinberg said “important and 
relatively new factors" had emerged 
in the policy debate over Iran in the 
past few weeks - notably the Asian 
finan cial crisis and the fkn in inter- 
national oil prices. 

The US administration wanted to 
avoid taking the grave step of impos- 
ing penalties on the French, Rus- 
sian, Malaysian and Canadian com- 
panies planning investments in Iran 
if the contracts were likely to die a 
natural death, he added. 

“This is an Important and difficult 
decision, not something we would 


want to do if it is entirely academic," 
Mr Steinberg told a briefing organ- 
ised by USA Today newspaper. 

Since the autumn, the US adminis- 
tration has been considering 
whether to penalise the partners in 
two contracts with Iran: a $ 2 bn gas 
deal signed by Total of France, Gaz- 
prom of Russia and Petronas of Mal- 
aysia ; and a 8180 m ofi deal signed by 
Bow Valley of Canada and Indones- 
ia's Bakrie Minarak. 

Bow Valley has said it is looking 
for alternative partners in view of 
the Indonesian economic crisis. 

The Iran-Libya Sanctions Act 
(ZLSA), passed by US legislators who 
are concerned over Tehran’s rearma- 
ment efforts and alleged support for 
terrorism, provides for sanctions 
a gains t any company investing more 
than S20m in Iran’s energy sector. 

So far, the administration has 
resisted pressure from Congress to 
declare these deals in formal breach 
of the law, but it has also rebuffed 
European Union demands for a gen- 
eral waiver from ZLSA penalties. 

Mr Steinberg said sanctions 


against Iran's partners were, “not a 
tool of first resort" and the adminte- . 
tration would prefer to woric con- 
structively with European and Asian 
governments in a joint effort “to per- 
suade Iran to change its behaviour 
in areas of importance to us". 

His comments added to specula- 
tion that the US would -avoid 
any formal statement on a breach of 
law, at least until the second half of 
May - after the summit of the Group 
of Seven industrialised nations in 
Birmingham, Rn gfamri. 

But the White House official also 
made clear Washington’s continuing 
determination to discourage the con- 
struction of pipelines through Iran, 
and avoid giving Iran a dominant 
position in energy flows through the 
region. 

US officials have expressed the 
fear that if Iran becomes the main 
conduit far energy from the Caspian 
region, it trill restrict the flow far 
either commercial or strategic 
r easons . 
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A landmark transaction 
for a company in 
the Russian Federation. 


This aimonnccinan appears jib ran ofrcooal only. 



OAO Uralmash. Zavody 
US$36,758, 61 3 

Tender Offer for 
4,299,253 shares 


Issued at US$8.55 per share 


Arranger and Domestic Adviser 

FC Petroleum Investment House 

Bookrunners 

Robert Fleming S' Co. Limited Centrelnvest Securities Limited 

October 1997 


I 'l 1 . \ 1 I \( tS 


Robert Fleming Gr Co. Limited 
Tel: (44-171) 638-5858 
Fax: (44-171) 382-8414 


^sue^byFobenFiarnr^&Co.Limua,a 


(Oj CentreInvest Securities Limited 


Centrelnvest Securities Limited 
Tbir (7-095) 564 8290 
Fax. (7-095) 564 8299 
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Deutsche Post may take DHL stake 

Deutsche Post, the sprawling. stehMJwned German 
postal service, hopes to take a 22.5 per cent stake in 
DHL International, the express courier service that 
serves locations outside the US. Deutsche Post's 
lnc,oasjn 9fy commercial outlook has come about 
partly because of the liberalisation of European postal 
markets and preparations for its stock market listing 
In 2000. ft is also reacting to the planned European 
single currency, which has accelerated the evolution 
of continent-wide businesses. Page 15 

Canada set for telecoms shake-up 

Canada's telecomm i«i cations industry is hi upheaval 
after Telus, the Alberta- based local telephone com- 
pany, confirmed it was In talks to form a ‘business 
combination’ 1 with AT&T Canada Long Distance Ser- 
vices. Such a combination could herald a wave of 
consolidation in the sector, which comprises 11 local 
telephone service providers and several long-distance 
competitors. The fragmented Industry cannot match 
economies of scale in other countries. Page 20 

GEC eyes spoils of blocked merger 

The blocking of the merger of US defence groups 
Lockheed Martin and Northrop Grumman opens up 
huge new opportunities for General Electric Com- 
pany. the UK electronics and defence group. With a 
auto-denominated credit facility for EBbn ($&5bn) and 
a cash pile of about £1bn ($1.67bn). It could hope to 
buy some Lockheed and Northrop businesses, at 
least. It might even bid for Northrop. Page 21 

Bufete going through a bad patch 

Nothing seems to be going right for Bufete Industrial. 
Mexico's second largest construction company. The 
country Is on Its biggest Infrastructure development 
drive in decades, but last year the three main govern- 
ment contracts - worth about $3.75bn - slipped 
through Bufete’ s fingers. Its best client, oil monopoly 
Pemex, has had to retrench because of the chop in 
oil prices. And last week, Juan Alberto Zepeda Nov- 
elo. Bufete ’s pointman for oil development protects, 
was jailed on money laundering charges. Page 18 

Oil rises on news of Opec meeting 

World ofi prices rose after the Organisation of Petro- 
leum Exporting Countries confirmed it would meet 
next week to approve cuts in production. The emer- 
gency conference, to be held in Vienna on March 30, 
is expected to ratify the agreement reached in Riyadh 
at the weekend. Page 24 

Yen advances on intervention talk 

The yen rose against the dollar, helped by talk that 
the Bank of Japan might intervene to support its cur- 
rency when the latest Japanese fiscal stimulus pack- 
age appears today. The package is expected to be 
worth about YlO.OOObn ($77 bn), while some tempo- 
rary tax cuts may be made permanent Page 23 

Zambian project loses Falconbridge 

Zambia’s hopes of reviving tie copper Industry, which 
is its biggest employer and accounts for about 90 per 
cent of Ha-foreign currency earnings, suffered another 
blow when Falconbridge of Canada pulled out of the 
Konkola project It is the third mining group to quit 
the 5800m venture, following Gencor of South Africa 
and Australia’s WMC. Page 24 


EUROPEAN FILM INDUS TRY FRENCH BANK SEEKS TO CASH IN ON RE VIVAL 

SocGen to set up 
film finance unit 


By ABce RawsflMra 


Sodfete General e, the French 
banking group, will today 
launch a Loudon-based film 
financing division to take 
advantage of the revival of the 
European film industry. 

The launch follows the 
announcement yesterday that 
the UK government plans a 
wide-ranging overhaul of film 
policy to encourage foreign 
film groups to increase their 
investment in the UK and to 
forge closer links between the 
film production sector and 
institutional Investors. 

The new SocGen unit will be 
run by Premila Hoon, head- 
hunted from Guinness Mahon, 
the Londqn-based merchant 
bank where she was head of 
media and entertainment. 

A prominent figure in UK 
film finance, Its Hoon, 44, 
helped to finance 80 films, 
including Howard’s End, The 
Crying Game and Wilde, in 11 
years with G uinness Mahon. 


Guinness Mahon has stepped ■ 
up its investment banking 
activities in the film sector, 
notably by advising Tony and 
Ridley Scott, the directors, on 
the acquisition of Shepperton, 
one of the UK's biggest produc- 
tion studios. 

SocGau’s decision to target 
the European film industry 
comes at a time when produc- 
tion activity is increasing 
across Europe after years of 
decline. 

The revival has been fuelled 
by a steep increase in cinema 
attendance following the open- 
ing of scores of new US-style 
multiplex: M nomas 

Several large European 
media and entertainment 
groups have either diversified 
into film or are expanding 
their existing Interests. Poly- 
Gram, the Dutch music group, 
has invested more than $ 1 . 2 bn 
in the past seven years to 
establish a Los Angeles-based 
film subsidiary. At the same 
time, many Hollywood movie 


studios are strengthening their 
presence In Europe. 

Ms Hoon, as head of media 
for Soc Gen’s project and sec- 
toral finance group, said she 
will concentrate initially .on' 
developing its film finance 
interests. She declined to com- 
ment on how much SocGen 
plans to make available for 
film finance but said the finan- 
cial resources available would 
be far greater than at Guin- 
ness Ma hon. 

Michael Shyjka and Thomas 
Gardiner, two members of Ms 
Hoon's team at Guinness 
Mahon, have, also moved to 
SocGen. 

They will work closely with 
Bannon & Co, SocGen's Los 
Angeles-based banking subsid- 
iary that specialises in the 
enter tainm ent sector. B ann on 
recently advised PolyGram on 
its acquisition of a library of 
1,000 films formerly owned by 
Credit Lyonnais. 

Finds vesture. Page 15 



Stephen Fry, left, starring in WBde, one of the fflms Premila Hoon 
helped to finance white head of entertainment at Qufmecs Mahon 


Mitsubishi Electric chief quits after loss 


By Hcfafyo Nakamoto In Tokyo 

The president of Mitsubishi 
Electric (Melco), one of Japan's 
leading integrated electrical 
manufacturers, is resigning 
after the company recorded a 
loss and passed its second-half 
dividend. 

Melco's shares rose nearly 5 
per cent to Y330 ($2£3) on the 
news. 

Takashi Kitaoka, president 
for six years, will step down in 
June after Melco, last month 
forecast a group net loss of 
YTObn for this year, compared 
with a profit of Y6-5bn last 
year. 


Mr Kitaoka will be replaced 
by Ichiro Taniguchi who has 
been in charge of the comp- 
any's defence electronics and 
aerospace businesses. - 

Mr Kitaoka had faced criti- 
cism for his fidlure to resign 
following revelations that 
Melco had been making illegal 
payments to corporate racke- 
teers. 

Melco is expected to imple- 
ment a wide-ranging restruct- 
uring, including the closure of 
several factories overseas. 
“Further restructuring is 
needed both overseas and in 
Japan, not only to cut back 
operations but to strengthen 


those businesses where we 
have strength and to halt busi- 
nesses that are no good," Mr 
Kitaoka said. “We will bring 
out all the rot at once, espe- 
cially foreign factories, which 
have been making losses." 

As a result the company is 
likely to post an extraordinary 
loss In the next fiscal year 
beginning in April. Substantial 
cumulative losses wiD remain, 
Mr Kitaoka said. 

Melco has already dosed a 
semiconductor manufacturing 
plant In the US - believed to 
be the first such closure by a 
Japanese company - and a col- 
our TV plant The cost of over- 


seas restructuring is YBObn. 

Melco is also considering 
pulling out of the household 
PC business in the UK and 
Japan to focus on the corpo- 
rate market 

Mr Kitaoka blamed the 
sharp downturn in the semi- 
conductor and home electron- 
ics markets for the company’s 
difficulties. Mitsubishi was 
slow to shift to advanced semi- 
conductor technology and has 
been losing money in the divi- 
sion. It was also badly hit by 
the downturn in purchases of 
air conditioning units in Japan 
because of a mild summer. 

Executives indicated that 
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Singapore launches $lbn convertible bond 
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Singapore yesterday launched 
the biggest convertible bond 
out of Asia with a $lbn issue 
exchangeable into shares of 
Singapore Telecom (SingTel), 
the city state's dominant tele- 
communications carrier. 

The five-year issue, which 
bankers said was “healthily 
I oversubscribed", is a signifi- 
cant test of investor sentiment 
towards Asia's crisis-hit econo- 
mies. It is also fresh evidence 
of the popularity of convertible 
bonds, one of the biggest 
growth areas in intern a tional 
capital markets this year. 

Singapore has, however, 
emerged relatively unscathed 
from the financial crisis afflict- 
ing most of its neighbours, and 
bankers said the fact that the 
bond was convertible into 


shares of SingTel, one of the 
region's leading companies, 
drew substantial interest. 

John Hyman, executive 
director at Morgan Stanley 
Dean Witter, the US invest- 
ment bank that lead-managed 
the deal, said it was the first 
significant test of sentiment 
towards Asia since the crisis 
erupted last autumn. 

“Singapore benefits because 
it is perceived as being the 
most stable place in the 
region, and Singapore Telecom 
is the blue chip in the mar- 
ket," he said, adding that the 
bond was more than twice as 
big as the next largest Asian 
issue 

The bond was issued by 
Temasek Holdings, the Singa- 
pore government’s holding 
company and Investment arm. 
The total size of the issue will 


rise to |1.15bn if a “green- 
shoe", or overallotment, option 
is exercised, depending on the 
level of final demand for the 
bond. 

The bond will be convertible 
into SingTel shares at a price 
of S$L38 each, a premium of 
just over 8 per cent on yester- 
day’s closing price of 553.12. 
Some 80 per cent of the Singa- 
pore bond was sold to interna- 
tional investors, with the rest 
going to Asian accounts. 

If the entire issue is con- 
verted Into shares, it will see 
the state's stake in SingTel 
reduced by three percentage 
points. The company was pri- 
vatised in late 1993 but the 
state remains its controlling 
shareholder. 

The advantage of the con- 1 
vertible bond route for the | 
authorities in Singapore is that , 


they have raised $ibn in five- 
year money immediately while 
retaining the stake in SingTel 
until conversion of the bond 
can begin. 

As' well as testing investor 
confidence, the issue also con- 
firms the enormous growth of 
the convertible bond market 
this year. Bankers say last 
year's record issuance of $57bn 
will be topped in 1998, and the 
market globally is now worth 


$315hn, according to Deutsche 
Morgan Grenfell. 

Last month, SBC Warburg 
Dillon Read, the London-based 
investment bank, brought the 
world's biggest convertible 
issue to the market - a $2.4bn 
band on behalf of Bell Atlantic 
exchangeable into shares of 
Telecom Corporation of New 
Zealand. 
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India calls. 


Telefonica plans rights 
issue to fund acquisitions 
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By David White in Madrid 

Telefonica, the privatised 
Spanish telecommunications 
group, announced plans last 
nigh t to raise about Pta600bn 
($3.9bn) in new capital in the 
largest operation of its kind 
ever launched by a Spanish 
company. 

The move, through a one- 
for-ll rights issue early next 
month. A gnate an aggressive 
phase of acquisition activity in 
Latin America, where the 
group has already invested 
some $4bn. 

It will be the second big 
rights issue in a month, follow- 
ing an operation already under 
way by Banco Central Hispano 
to raise Ptal63.8bn. a record 
for the Spanish banking sec- 
tor. 

Telefonica, which said it 
would set the price of the issue 
on April 1, made the 
announcement after a day of 
strong demand for its shares, 
which rose 4.6 per cent on the 
Madrid stock exchange to close 
at Pta7.060. 

At yesterday's rate the Issue 
would be worth PtaGQUSbn. A 
month-long subscription 
period is set to open on 
April 7. 

The company said it would 
applv to list the new shares in 
London, Paris, New York and 
Frankfurt as well as on Span- 
ish stock markets. Morgan 
Stanley and the Spanish banks 
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the «*«rnpany planned to shift 

its focus from D-Rams to 
systems-on-a-chip semiconduc- 
tors that incorporate both 
memories and microproces- 
sors. They said D-Ram technol- 
ogy would go towards building 
that business, in which Melco 
has an edge over competitors. 

Defence electronics and aero- 
space businesses will also be 
core operations, Mr Taniguchi 
indicated. But “we may be 
forced to withdraw from areas 
where Mitsubishi Electric has 
low market share or where the 
business is not solid”, he said- 


S&P500 
records 
highest 
p/e ratio 

By John Labate In New York 

Recent rises in US stocks have 
carried the price/eamings ratio 
on the S&P 500 index to its 
highest recorded peak, spark- 
ing fresh debate about whether 
the US market Is trading at 
dangerously high levels. 

“What we’re showing now is 
a price/eamings multiple of 
above 27 for trailing 12-month 
( fflpiinp ! with do adjustments 
for write-offs,” said David 
Blitzer, chief economist at 
Standard & Poor's in New 
York. The ratio is calculated 
by dividing share prices, as 
measured by the S&P index, by 
earnings. In the past, notably 
in the early 1970s and in 1967. 
a high p/e ratio was followed 
by a heavy market fall. 

The issue of valuations has 
long caused deep division on 
Wall Street But the US bull 
market has thrown the debate 
into sharper relief now that 
the Dow Janes Industrial Aver- 
age is nearing the 9,000 level 
and the S&P 500 is above 1,100. 
If earnings disappoint such 
lofty levels could be met with 
rapid selling by investors. 

However, many analysts are 
unconcerned about current 
valuations. “You can't look at 
p/e multiples in a vacuum,” 
said Alfred Goldman, chief 
market strategist at A.G. 
Edwards in St.Louis. “You 
have to look at than in rela- 
tion to interest rates.” With 
the long bond trading at a 
yield below 6 per cent, Mr 
Goldman and many others 
believe valuations can con- 
tinue at current levels, and 
could go higher. Underpinning 
the market is the solid state of 
US economic fundamentals, 
with growth strong and infla- 
tion subdued. 

Analysts prefer to calculate 
valuations using forward, 
rather than trailing, earnings, 
although according to IBES, 
the information group, that 
ratio is also at its highest since 
the second worid war. 

Compounding the valuation 
worry is the record low level of 
dividend yields, at 1.44 per 
cent, according to the latest 
S&P estimates. The bull mar- 
ket has also forced down divi- 
dend yields in the UK to their 
lowest levels since records 
began. However, instead of 
paying higher dividends, many 
US companies have opted for 
stock repurchase programmes. 
This is more tax-efficient for 
shareholders than dividend 
payments. 
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Telefonica chairman Juan VBatongae "Going on the attack” 


Argentarla, Banco Bilbao Viz- 
caya and La Caixa have been 
chosen to co-ordinate the 
issue. 

Telefonica said it was 
looking at “potentially rele- 
vant investments” in Latin 
America and especially the pri- 
vatisation process in Brazil, 
where it already manages a 
regional operator. 

Shareholders last week 
authorised the company to 
raise capital by up to 12.5 per 
cent, but it was not expected 
to move so quickly. 

The capital increase is In 
line with the ambitious stance 
adopted early this month when 
Telefonica signed an alliance 
with MCI WorldCom of the US 
to co-operate in Europe, Latin 
America and the US. 

The agreement follows the 


abandoning of planned ties 
between the Spanish group 
and British Telecommunica- 
tions. It includes a stake in 
WorldCom's European 
operations, a joint $200m plan 
for a high-speed fibre optic net- 
work linlrtng the US and Can- 
ada with central and south 
America. 

Juan Villalonga, Telefonica 
rhah-man, said last week that 
the group was “going on the 
attack” and announced plans 
to launch the group's Latin 
American division, Tisa, on 
the stock market. 

The group formalised a 
link-tip yesterday with Portu- 
gal Telecom, setting up a 50-50 
joint venture company aimed 
at entering new markets in 
North Africa, eastern Europe \ 
and Asia ! 


the world 
answers. 


Mahanagar Telephone Nigam Limited, 
representing around 20% of India's national telecom network, 
recently completed an issue of 35 million CDRs. 

HSBC Investment Banking was a joint global co-ordinator 
and assisted in raising over US$400 million 
in India's second largest ever international equity offering. 

Simplifying complexity through resources, across the globe. 


<z> 

HSBC Investment Banking 

MMfcff-HSBCGraqp 

Issned by HSBC Inveamera Bank pic. Regulated by SFA. 
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PERSONAL COMPUTERS TAIWANESE GROUP HELPED BY STRENGTH IN CORE BUSINESS 


climb 


NEWS DIGEST 
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By Lam Tyson in Tafcei 

Acer, one of the world's 
biggest personal computer 
maker s, performed solidly 
last year, helped by strength 
in its core business and 
despite troubles at its mem- 
ory chip arm. 

The Taiwanese group yes- 
terday posted a 22 per cent 
rise in 1997 net profits to 


TS3.74bn (US$ll5m) on sales 
up 21 per cent at TS69.74bn. 

The company plans to 
issue a dividend of TS2 a 
share for 1997 and expects to 
launch a euro-convertible 
bond and global depositary 
receipts this year. 

Acer has set a 1998 net 
profit target of TS5£bn, up 
47 per cent from 1997. Its 
sales target for the year is 


TS88bn, an increase of '2A per 
cent from 1997. 

The convertible bond issue 
will raise as much as TSSbn. 
with the funds supporting a 
planned capital increase and 
the operations of Acer Semi- 
conductor Manufacturing, 
formerly known as Texas 

Instruments- Acer. 

Acer took control of the 
unit earlier this month when 


it bought out the 33.34 per 
cent stake held by joint-ven- 
ture partner Texas Instru- 
ments. the US chipmaker. 
TI-Acer, a dynamic random 
access memory (D*Ram) 
chipmaker. had suffered 
from heavy losses because of 
oversupply in the memory 
chip sector. 

Stan Shih. chairman of 
Acer, said the buyout would 


enable Acer to shift away 
from D-Rams into more prof- 
itable areas such as foundry, 
or made-to-order, production. 

The company said it would 
this year issue 150m shares 
in global depositary receipts. 
The plan has to be approved 
at a shareholders' meeting 
on May 20. 

The Acer board yesterday 
agr eed to lift a cap on invest* 


Mitsubishi Electric looks for 
renewed performance spark 


ments in China from 
ES$2am to USSlOOm to 
expand an existing invest- 
ment project in the Chinese 
province of Guangdong. 

The board has also decided 
to revise the company's 
charter to increase Us capi- 
tal from TS28bn'to T$32bn in 
line with, its planned expan- 
sion and issuance of convert- 
ible bonds. 
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The resignation of the company’s president 
radical surgery, write Paul Abrahams and 

T akas hi Kitaoka, presi- In the short term. Mr Tani- 
flant of Mitsubishi Elec- guchi's clarity of vision may 
trie, yesterday figura- reassure long-suffering 
tlvely fell on his sword, investors. Yesterday, the 
After apologising for the shares bounced back 5 per 
company’s poor performance cent. But in the long run. 
while under his control, he investors will need more 
resigned. than rhetoric to convince 

The scale of the group's them that this diversified 
underperformance during manufacturer of industrial. 
Mr Krtaoka’s six-year reign consumer and heavy equip- 
ts hard to understate. This ment is capable of doing 
year, Mitsubishi Electric will anything other than destroy- 
post a loss and pass its ing value, 
second-half dividend for the Their scepticism is given 
first time in mare than 50 added weight by the fact 
years. Since January last that Mr Kitaoka, formerly 
year, the shares have viewed as a reformer, diag- 
plunged more than 50 cent, nosed most of Mitsubishi 
They have lost 70 per cent of Electric's problems more 
their value since their peak than two years ago. But this 


in 1989. 


cumbersome conglomerate 


Mr Kitaoka' s replacement, refused to swallow the medi- 
Tnhim Tani guchi. was blunt cine he prescribed, 
about what needed to be “Since I became president 
done: “Today we announce in 1992, 1 have tried to trans- 
the beginning of a new Mrt- form the culture of Mltsubi- 
sublshi Electric. The path we shi Electric and prepare the 
must travel is clear.'’ company for the 2lst cen- 

That path, according to Mr tury." Mr Kitaoka said yes- 
Taniguchi. includes expand- terday. Insiders say his 
lng strong operations and efforts foundered because he 
consolidating loss-making foiled to rally internal sup- 
businesses. “On behalf of port. That was partly 
our shareholders, employees because the company had 
and customers, we must stay become lazy, counting on 
focused on the future and related groups such as Mit- 
re turn Mitsubishi Electric to subishi Estate and Mitsubi- 
profitability as quickly as shi Motors to buy its prod- 


possible," he said. 


ucts without question. 


highlights need for 

Michiyo Nakamoto 

The severity of the current 
crisis may help his succes- 
sor, Mr Taniguchi. to create 
a sense of urgency. Almost 
everything that could go 
wrong for Mitsubishi Elec- 
tric has gone wrong. Part of 
the problem has been the 
inclement economic environ- 
ment. It has been badly hit 
by a domestic recession and 
the collapse in Asian 
demand overseas. 

Its building-related busi- 
nesses - elevators and esca- 
lators - have suffered from a 
decline in building starts at 
home and in the region. As 
for its industrial and auto- 
mation equipment 
operations, they remain 
heavily geared to the domes- 
tic automotive industry, 
which last mouth suffered a 
sales drop of more than 20 
per cent. The businesses are 
particularly exposed to Mit- 
subishi Motors, the weakest 
of the big five Japanese auto- 
motive manufacturers. 

S imilar ly, the consumer 
electronics operation - 
which ranges from 
microwave ovens to vacuum 
cleaners - has endured lack- 
lustre demand. Scott Foster, 
industrial electrical machin- 
ery analyst at ING Barings 
in Tokyo, estimates half the 
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Ex-president Takeshi Kitaoka: his medicine was refused 


group's YTObn i'$537m) losses 
this year will be generated 
by consumer electronics. 

But the biggest problem 
has been semiconductors, 
where the damage has been 
mostly self-inflicted. “In 
1994. we posted Y20bn in net 
profits and 1 thought that 
things would be all right," 
said Mr Kitaoka. As a result, 
between 1994 and 1997, Mit- 
subishi Electric's semicon- 
ductor division invested 
Y405bn in new capacity, 
mostly on new generation 
64-megabyte D-Rams. 

“But then the semiconduc- 
tor market was badly hit and 
our development of 


advanced 64-megabyte 
D-Rams backfired," he said. 

The legacy of that explo- 
sion in semiconductor 
investment is that Mitsubi- 
shi Electric's net debt-to- 
equity ratio mushroomed 
from just 40 per cent in 
March 1995 to 130 per cent 
this year. This year the 
group will be unable to 
cover interest charges with 
cash flow, according to Mr 
Foster. 

So far, the company's 
response to the crisis has 
been feeble. Company execu- 
tives have been reduced to 
praying for hot weather to 
stimulate additional demand 


Sap 1937 


for air-conditioners. The 
c o mp a ny already shut 
down colour television 
assembly focU Mss in the US 
and Malaysia, as well as an 
obsolete 4-megabyte D-Ram 
facility in Malaysia. But 
nearly all the cuts have been 
overseas. As Mr Kitaoka 
admitted, domestic restru ct- 
uring has yet to begin. .' 

Some action is in the pipe- 
line. The semiconductor divi- 
sion announced yesterday it 
was cutting capital expendi- 
ture from Its peak of Y123bn 
in 1995 to just Y50bn this 
year. That should also help 
reduce the group's huge 
depreciation charg es. 

But much more radical 
sur gery is required. Mr Tani- 
guchi will need to abandon 
the group's traditional, 
employment-oriented man- 
agement style, white demon- 
strating a commitment to 
shareholder value so far 
lacking. To do so will 
require a revolution in Mit- 
subishi Electric's culture. It 
will be no easy task. 


Kia Motors says Ford Is f 
against Hyundai bid 

KiaMotoreyestflrtteyctekrwitts«ln^B4»^«2«**J^J^^^c 

Motor, of the US, was opposed » a proposed takeover ; 

bankrupt South Korean carmaker by Hyundai Motor. _ / — - 

Ma made the c omm ents after hokflng discussions wfih ftuf; jc y? 
Drenkow. head of Ford’s Aste-Padfle operations, » .4?, . 

cooperation. Ford holds a 

wgh Us Japanese partner, Mazda. Ford has be en rtaM i iiare , 
Samsung Motor on a strategic partnership, inducing a poMfclfr .■ ; 
joint bid far Kia. which want bankrupt last year. .■ y ; 

Kb, Korea’s third largest carmaker, has opposed any UKSfeU; a 
by either Hyundai or Samsung and Font ft is waftin g ^ -; -- - f - .■ 
court decision on receivership, which would aflow ft 
its debts Instead of fiqukta&ig to aaatfis. ' . 

Kia is hoping to survive through a debt-for-«jity*wp wits .,:, a 
H jg ptf creator, the state-ron Korea Dewtop ment B ank. 5 

gaining new business by provfcfing cars on an original equipment : r y . 
manufacturing basis to Ford. >- « a 

Meanwhile. Hyundai Motor yesterday established an wytffl g ;; , 

task force to plan a Kia takeover. Hyundai said its absorption of L . 

Kia would make one of the world's top ip car companies, - ^ 

annual production capacity of 2i5m veHcfes. J<*n Burtqi^Sai^g 

HONG KONG TELECOMS 


ABC sale hits SmarTone shares 

Shares in SmarTone, the Hong Kong rnobflephon e opera tor, ft# 
more than 6 per cent yeetaittay after one of its sharahetiders sqfd 
down a12 per cant stake. ' =L 

ABC Communications (Holdings), a Hong Kong paging and ;:y 
internet company, raised some HK$1.l7bn (US$1 51m) from a pri- 
vate placement of 56 -62m shares In SmarTone. The sham were 
sold at HKS20.60, a 3.38 per cent discount to the latest ICRfoy : 
average dosing share price of HKS21.32 before the' deal was 
executed on Tuesday night. SmarTone's share price sBd from ■ ' 
HKS22J30 to HKS21.40 yesterday. 

ABC Communications, which retains a 0.5 per cent hofcSnQ»--^± 
reaped a profit of HKS758m from the placement. Thaplacennant 
was carried out by Goldman Sachs (Asia). . ; > 

Louise Lucas, Hong Kong 

AUSTRALIAN ENERGY 


Counter-bid hopes lift Allgas ^ 

Shares in Allgas Energy, an Australian natural gas distrftHJtor and 
equipment supplier, surged yesterday on speculation that Texas 
Utilities, the US energy company, would courier an A$204m 
(US$1 37m) takeover offer by Boral, the energy and construction 
materials group. 

Boral, which has an 11 A per cent stake in Allgas, said yester- 
day it would offer A$1 8.75 for every AKgas onfinary share, repre- 
senting a premium of AJ1.50. or 8.7 per cent, over the existing - 
bid by Texas Utilities' local arm. ADgas shares jumped A$1.01, or 
5.6 per cent, to AS19.01 on speculation that Texas wodd 5ft its 
bid. Gwen Robin so n, Sydney 
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Strong sales drive 33% rise at Sino Land Henderson Land loses 

By Louise Lncas in Hong Kong However, the group also property sector arose in Jan- offered this week was Nan Robert Ng, chairman, said 'l *1 XT /Nfi /Y /V 

— made provisions of HK?400m uary. The company’s share Fung Development a private there were signs that prices V I II II I I II III | | C 111- V .IV (ill M 

Sino Land, file Hong Kong against foils in the value of price fell 45 per cent to property company which dis- had bottomed out and stabfl- . 2^5 


By Louise Lucas in Hong Kong 

Sino Land, file Hong Kang 
property developer, yester- 
day reported a 33 per cent 
rise in net profits at the 
interim stage, from 
HK$764.69m in the six 
months to December 1997 to 
HKgLOlbn (US$130m) for the 
same period last year. 

Results, which were ahead 
of expectations, were 
boasted by strong sales. At 
HK$B.18bn, these were 59 per 
cent ahead of sales for the 
whole of the previous year. 


PSA 

PEUGEOT 

CITROEN 


However, the group also 
made provisions of HK$400m 
a gains t falls in the value of 
investments. Sales are set to 
remain robust as the group 
disposes of developments 
rather than re tains th^m for 
rental. High interest rates 
and a credit squeeze among 
lenders in the territory have 
forced companies such as 
Sino Land to focus on cash 
flow. 

Concerns that Sino Land, 
one of the more aggressive 
developers, could be vulnera- 
ble to the downturn in the 


property sector arose in Jan- 
uary. The company’s share 
price fell 45 per cent to 
HK$1.91 in one day after It 
moved to quash rumours 
that it had missed a loan 
payment. 

However, the share price 
has bounced back and yes- 
terday closed 4.5 per cent 
higher at HKS4.Q25. Property 
stocks performed strongly 
yesterday after Tuesday’s 
government land auction, at 
which two plots fetched 
higher than expected prices. 
The buyer of the biggest plot 


offered this week was Nan 
Fung Development a private 
property company which dis- 
closed earlier this month 
that it bad built up a 10 per 
cent stake in Sino Land. 

Sino Land said yesterday 
it had seen a revival of buy- 
ing interest from end-users 
in the first two months of 
the year. However. The May- 
fair. a prestigious block of 60 
flats, is being sold off at 
about two-thirds of the price 
that might have been 
achieved at the peak of the 
market last year. 


Robert Ng, chairman, said 
there were signs that prices 
had bottomed out and stabil- 
ity had returned. “The flexi- 
ble land sale programmes 
and the new tax incentive 
granted to mortgage borrow- 
ers will create a positive 
market environment condu- 
cive to sales of residential 
units." he said. 

Earnings per share at the 
halfway stage rose 20 per 
cent, from 28 cents to 33£ 
cents, but the dividend 
is being maintained at 10 
cents. 


By linden Luck 


PSA PEUGEOT CITROEN 

1997 FINANCIAL RESULTS • OBJECTIVES AND PRIORITIES 

On March 24, the Supervisory Board reviewed the financial statements of PSA Peugeot Citroen, 
as dosed by the Managing Board. The statements are in line with the estimated financial 
results presented and analyzed in the press release published on February 12. 

1997 FINANCIAL RESULTS 


Despite a collapse in the French market, PSA Peugeot Gtrofin experienced a year of growth 
in 1997, with registrations of Group cars and light commercial vehicles gaining 2.1% in 
Europe and sales of vehicles and CKD units surging 2&8% in the rest of the world. In ail, 
Peugeot and Qtroftn sales totalled 2.106,400 vehicles and CKD unfo . a 5% gain on 1996. 
Financial resales for 1997 take into account a number of exceptional events occurring during 
the year, as well as changes in valuation methods made to comply with changes in accounting 
standards and shifts in the Group's marketing and manufacturing techniques. In addition, 
presentation of the financial statements was improved to make the Group's business and 
financial results easier to understand. 

Ihken together, the exceptional events and changes in valuation methods resulted in the 
rec or ding in 1997 of an additional pre-tax expense of FF 4385 mini m and of an additional 
FF 630 million provision for deferred taxes. Both cf these items are non-recurring and will 
have no impact an future result*. 

Co— nBdated net sales amounted to FF 186,735 miPfam. On a comparable — Le., 

excluding changes in methods— net sales gained 8J% over the year to PF 187.107 mittiow. 

Op— dfogigtaamotmled to FF6S? million. Exdrefing exceptional Items and changes In methoik 

it totalled FF 2395 million, a dear improvement over the FF lj67S million reported m 1996. 


The loss before income taxes amounted to FF 3.504 million. Excluding exceptional items and 
changes hi valuation methods, this item amounted to Income of FF 881 million. 

The net lore before minority interest came to FF 2,497 minion, while the net loss for the year 
totalled FF 2,768 million. 

Wbridng capital provided from operations amounted to FF 10.891 million, or 5.8% of saw 
Gross capital expenditure was stable at FF 10.246 million. 

At FF 1.868 million, net indebtedness of the manufacturing and marketing companies was 
reduced by FF 7,009 million during the year, primarily due to the surplus of working enpimi 
provided from operations over capital expenditure for the year and the sharp reduction m 
working capital reqnirement. After fully consolidating the finance companies, the Group bad 
a consolidated net cash position of FF 4,812 millio n 

C — dM Me d s t ock h older cqrfty amounted to FF 32399 mflBon at yeanend. or IF LP58 per rinre 
Based oa the non-recurring nature of the exceptional events weighing on 1997 earnings and 
the outlook for 1998. the Managing Board will ask shareholders at the Annual Meeting on 
Jane 3 to approve (he payment at a (fivideod unchanged from last year at FF 3.00 per share 
(FF 4.50 including tax credit). If approved, the dividend wiD be paid as of June 10. 1998. 


Depressed sentiment in flip 
Hong Kong property sector 
took its toll on one of the 
territory’s biggest property 
developers, as Henderson 
Land Development saw its 
interim profits tumble. 

Net earnings fell 28 per 
cent, from HK$5.32bn 
(US$687m) in the six months 
to December 31 1996 to 
HKS3.84bn for the same 
period test year. Henderson, 
in line with other develop- 
ers, has been discounting 
prices far its new flats. 

Although no new big 
developments were com- 
pleted during the period, a 
large tranche of units was 
sold, which brought stock 
down to “an extremely low 
level". The group replen- 
ished its land bank, busring 
additional sites with attrib- 
utable floor area of l.06m 
sqft during the interim 
period. 

As it is one of the more 
conservatively geared devel- 
opers. analysts are less con- 
cerned by the impact of the 
current tight credit environ- 
ment on Henderson - partic- 
ularly in recent weeks as 
interest rates have begun to 
ease. 


Hong Kong property transactio ns . 
NtnteflfroreBa»fofarsaiaMixidHm4ixiO}- 
3-fDan8i moving sventgs ■ . .. t - 

25 ~ 



. Hn - 1982 . S3 . • 94 

SmacCKHSMvr - - 

The group remained cau- 
tiously upbeat, saying that if 
coming development sales 
were satisfactory there 
would be “large amounts of 
cash inflow and abundant 
capital". 

Henderson Investment, an 
associate company, saw 
interim net profits slide 18 
per cent, from HK$898J21m 
to HKj732.42m. 

Earnings per share fell 
from 32 cents to 26 cents, but 
the dividend is to be main- 
tained at 13 cents. 

The com p an y built-up Its 
portfolio of holding 8 in “red 
chips”, or mainland-backed 
companies, which have seen 


their share prices plunge 
from their highs around the 
time of Hong Kong’s hand- 
over to Chinese sovereignty, 
Henderson said the market 
value was above the book 
value at December 81. 

Henderson China, the sep- 
arately listed unit which 
holds the group’s mainland 
activities, saw its net emit 
mgs almost halved, from 7 
HK3163J6m to HK$99.57m. 

Earnings per share mare 
than halved, from 46 oenteto 
20 cents, but the dividend is 
being maintained at 12 cents. 

The decline in profits was 
attributed to a sluggish prop- 
erty market. 


OBJECTIVES AND PRIORITIES 

Tl* Sgpervtaot y Boar d waa aho Informed of tbe Managing Board s objectives and priorities, Internationally, the otyxtjve remains to generate 25% of soles from outside western Europe, 
which reflea a commitment to s i gnifi c antl y e nhanc i ng innovation capacity, revitalizing sales with a sharper focus on the Mercosur countries in Latin America, eastern and central Europe 
momentum and rapidly improving margins. and selected . oountries in Asia. Major steps towards achieving this goal include the 


momentum ana rapiaty improving margins ana seieaea . oountnes m Asia. Major steps towards achieving this goal include the 

Rebam go cqitti anfbjri has averaged 43% over the past four years The Managing Board development of closer ties with Sevel Argentina, the start-up of construction on a plant in 
has leu thredwkJ for 2001 of 115%, the Jevel required to seatre sustainable development, lb Brazfl , the strengthening of dealer networks in central and eastern Europe and the continued 
adtiere this goal, the first objectives are to continue carefully managing capital expenditure and rtevdopoaent of Operations in China and Malaysia. 

bo improve dealer inventory management At comparable business volume, these measures are ' nw P 1 ® 1 * 0 ™ strategy is aimed at accelerating the reduction in vehicle cost prices, capital 
expected to reduce capital employed by FF 10 bfiHoo, particularly in the Automobile Division, e ^F c 1 “ ni T e a ™ time-l o-msrket cyde. The number of PSA Peugeot OtroSu platforms 

i! ^ 

nnptaneared fa Januaiy etpn^ e 1 a jtrat ege tooim breadhne marques with strong leadership m each of its businesses and the critical truss needed to ensure its deSZnenL 
peraoaahtfc^offenng a closer fit between their bnc-ups and e mphadnng product innovation The first effects of these measures will lift conaotidared opemtiaa muds «ti«ua 
to drive market Share garni In Europe, the WO critical markets win be France and Germany. FF 5 biffin in 1998. P g ****&* « 


NZ power group faces 
large bill for blackout 
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By Terry Hsl in Woffington 
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Mercury Energy, the 
electricity company respon- 
sible for the power crisis 
that has caused blackouts in 
Auckland, New Zealand's 
biggest city, for five weeks, 
feces heavy repair bills and 
potentially costly compensa- 
tion claims 

Power supplies are expec- 
ted to reach more normal 
levels next week when work- 
ers finish constructing an 
emergency 15km series of 
cables Into the innw city. 

The crisis began when the 
four aged cables that sup- 
plied the city failed. This dis- 
rupted business and the 
retail sector, and forced 
many companies to relocate 
to other cities, notably Wel- 
lington. at considerable cost 

Newspaper reports suggest 
that Mercury Energy had 
been told the cables urgently 
needed replacement How- 
ever, it had apparently gam- 
bled they would survive 
. until the company had com- 


pleted laying new transmis- 
sion lines under the city 
sometime next year. 

Allegations that Mercury 
had failed to carry out 
proper maintenance have 
become a political issue in 
Auckland. The company has 
been operating under a 
structure imposed by the 
central government in Wel- 
lington under which a 
majority of directors were 
effectively appointed by a 
local law firm. They were 
able to outvote representa- 
tives of local civic trusts, 
who represented the major- 
ity of the company's share- 
holders. 

Mercury began a contro- 
versial and aggressive wave 
of takeovers against neigh- 
bouring power companies, 
and critics — including 
Jenny Shipley, prime minis- 
ter - say the company 
should have looked after the 
needs of its consumers 
rather than embarked on 
expansion. Mrs Shipley hnn 
told Aucklanders to “sue” 


Mercury for damages, saying. 

It is in a strong financial 
position. 

. The government says tbe 
company's corporate struc- 
ture - which was designed 
to facilitate a flotation - will .. 
be addressed, but any flota- 
tion is now likely to be at 
least two years away. Stan- 
dard and Poor’s, the ratings 
agency, has cut Mercury’s - 
credit rating. 

Before the crisis Mercury ’ ■ 
had been expected to lift" . 
earnings by 8 per cent to 
NZ?130m (US*73m), with, 
most of the profits 
earmarked as rebate to the 
company’s 250,000'-' 
customers. 

Preliminary estimates say 
tbe first stage .of the compa- .- 
ny*s compensation to. resi-^" 
dential and smaller consuxn- 
era will cost at least NZ$7&m., . 
Larger sums are likely to be 
claimed by companies forced' • 
to relocate or close. Esti- 
m ates suggest it will cost at ' 
least NZ$40m for emergency ■_ 
work to restore power. - ' : : C- 



VJL 






FINANCIAL TIMES THURSDAY MARCH 26 1998 


15 


PROPE RTY INSURANCE GROUP BRANCHES OUT 

INA seeks 
partner for 
new venture 


COMPANIES & FINANCE: EUROPE 


fiy James Blitz bi Rome 


INA, Italy's second largest 
insurance group, is looking 
for an international partner 
in the field of property to 
£ help develop a residential 
and commercial property 
company it set up this week. 

In a hid to develop what 
would become one of 
Europe's largest property 
companies by book value, 
INA is searching for an 
international group willing 
to take a stake of up to 10 
per cent in the newly expan- 
ded llnione Immobiliare 
SpA. It holds property with a 
book value of about L5,0oobn 
(S2.78bnl. 

Lino Benassi, INA manag- 
ing director, said yesterday 
that he planned to launch 
Unione Immobiliare on the 
j Milan stock exchange before 

* the end of this year. 

About 80 per cent of the 
group’s shares are to be held 
by existing INA sharehold- 
ers, including leading banks 
and credit institutions such 
as San Paolo, IMI and Cari- 
plo. 

However, the ENA group's 
holding company, INA SpA 
is planning to sell its stake 
of up to 20 per cent over the 
□ext 18 months. 

In general terms, it is 
looking to sell part of its 
stake through a public share 
offer. The remaining portion 
will be sold through a pri- 
vate placement to a strategic 
partner willing to help 
p develop the new company. 


Mr Benassi said the part- 
ner he sought could come 
from North America, Europe 
or south-east Asia and would 
bring much-needed expertise 
in property management to 
Unione Immobiliare. 

“We have a company here 
that has huge assets and 
capital and no debt," he said. 
"But we badly need to get 
people who know about real 
estate management 
develop the business. “ 

Mr Benassi ’s comments 
followed a decision this week 
to transfer most of INA's 
property holdings to Unione 
Immobiliare. 

The new company’s prop- 
erty assets are equally 
divided between the com- 
mercial and retail sectors. 
About two-thirds of the prop- 
erty is in Rome; the remain- 
ing one-third is in Milan . 

The company's book com- 
prises about 10,000 residen- 
tial apartments. 

A new chief executive far 
the group is to be appointed 
by June. 

Mr Benassi admitted that 
the Italian property market 
had been in the doldrums in 
recent years, not least 
because of laws fixing rents 
that are only gradually 
being relaxed. He said he 
was looking for a partner 
that could pump liquidity 
into the group ami d fears 
that many of the existing 
shareholders are from the 
financial services sector and 
iflrfr a ftmrigmflnta] commit- 
ment to property. 


Argentaria plans 
internal merger 


By Tom Bums ta Madrid 


Argentaria, the fourth- 
ranked Spanish banking 
group, which was recently 
privatised, said yesterday it 
planned to merge its main 
units to realise latent capital 
gains, reduce operating costs 
and lift its competitive edge. 

The bank also plans to 
reduce the nominal value of 
its shares to track rival 
banks which have broadened 
their equity holder base 
throug h stock splits. 

Argentaria - s shares rose 
by PtafiOO yesterday to close 
at Ptal3,3Q0 - a rise of 6.4 
per cent on a day when the 
overall market rose 1.9 per 
cent : 

Francisco Gonz&lez, 
Argentaria chairman, has 
pledged to raise the group's 
return on equity (ROE) dram 
a low 10.9 per cent to IS per 
cent by the end of 1999. In 
his bid to compete with more 
profitable domestic banks, 
he is seeking to lower Argen- 
taria’s ratio 1 of operating 
costs to operating income 
from 56 per cent to 50 per 
cent by 2000. 

The move involves the 
absorption by Corporacidn 
Bancaria de Espana, the 
Argentaria group's holding 
company, of Banco Extenor, 
Caja Postal and Banco Hipo- 
tecario. The three units, 


which form the group’s core 
retail banking business and 
operate 1,700 branches 
among them, will form just 
one bank named Argentaria, 
offering common products to 
a ' single client base. 

The bank’s retail muscle 
has been further strength- 
ened by an agreement with 
Spain's PTT that allows 
Argentaria to provide bank- 
ing services through 1,700 
post offices for an Initial io- 
year period. A regional sub- 
sidiary, Banco de Alicante, 
based in the south-east, 
could be incorporated when 
Argentaria completes a take- 
over bid for the 6 per cent of 
the unit it does not own. 

The merger will not 
include three specialised 
divisions: Banco Directo, 
which operates a telephone 
h anking network; the mer- 
chant banking arm. Banco 
de Negocios; and Banco de 
Cr&dito Local, financing 
municipal corporations. 

Analysts believe the 
merger will allow Argentaria 
to declare capital gains of 
PtaJOObn ($644m) through 
revaluation of assets at Caja 
Postal, a former Post Office 
savings bank. These gains 
were not declared when the 
unit was one of six state-con- 
trolled financial Institutions 
brought together under the 
Argentaria umbrella in 1991. 


SocGen, Russell 
in funds venture 


By Jane Martinson, 
Investment Correspondent 
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Mr Brennan said the man- 
agers were chosen under 
strict guidelines and the 
joint venture did not give 
SocGen. which manages 
$125bn tor external clients, 
any advantages. 

“The whole way multi- 
manager works is that Frank 
Russell has total indepen- 
dence in the selection of 
money managers." he said. 

Russell has increased its 
fund management business 
on the back of joint ventures 
with large financial organi- 
sations in Canada. Australia 
and South Africa. 

The group is keen to 
launch a similar tie-up in the 
UK. 

Russell started its first 
multi-manager fund 18 years 
ago. The aim of the service 
is to reduce risk and volatil- 
ity, partly by diversifying 
through a range of styles. 

Mr Brennan said the 
group’s first fund - which is 
now worth S7bn, has out- 
paced the Russell 1000. its 
benchmark index, by 200 
basis points a year over the 
past 10 years. 

The new venture - to toe 
called SG/RnsseU Asset Man- 
agement - will operate 
within a Dublin-based off- 
shore fund. 



German delivery for DHL 

Change is forcing Deutsche Post to act, writes Ralph Atkins 


B efore his death In an air 
crash three years ago. 
the entrepreneur Larry 
Hillblom lived a colourful 
lifestyle from his south 
Pacific island home. 

He probably never dreamt 
his shares in the DHL 
express courier service he 
oo-founded three decades ago 
in San Francisco would end 
up with Deutsche Post, the 
sprawling, state-owned Ger- 
man postal service. 

But yesterday Deutsche 
Post confirmed that it 
planned - subject to 
approval toy European com- 
petition authorities - to take 
over Mr Hfilblom's 22J5 per 
cent stake (and an option to 
increase its holding to 2S per 
cent) In DHL International, 
which serves locations out- 
side the US. 

The strategic alliance 
would bring access to DHL's 
network, which connects 227 
countries, and experience of 
customer-oriented air parcel 
services - a market esti- 
mated to be growing at more 
than 15 per cent a year. 

DHL would gain a partner , 
which provides a large 
chunk of Europe’s road and 
rail distribution links. “The 
trend.” says Klaus Zumwin- 
kel, Deutsche Post chief 
executive, “is quite clearly 


towards European logistics 
solutions from one source." 

For Deutsche Post, there 
have been two main factors 
forcing an increasingly com- 
mercial outlook. First has 
been the liberalisation of 
European postal markets 
and preparations for its 
stock market listing in 2000 . 
Under Germany’s new post 
law, it has been given some 
protection. UntD the end of 
2002, Deutsche Post will 
have a monopoly in the han- 
dling of standard letters up 
to 2Q0g and bulk, or “junk" 
mail , up to 50g. 

But already Deutsche Post 
is toeing stiff competition in 
the parcels business - and 
its rivals are putting pres- 
sure on Brussels to squash 
any attempt by the state- 
owned concern to use Its 
domestic letter monopoly as 
a means of subsidising com- 
mercial parcel services. 

Yesterday, the European 
Express Organisation, repre- 
senting other express courier 
services, called again for 
firm implementation of com- 
petition rules. 

Mr Zumwinkel argues, 
however, that if costs associ- 
ated with Deutsche Post's 
inherited pension liabilities 
and public service obliga- 
tions are stripped out. “all 


areas of Deutsche Post are 
profitable”. The DHL deal 
was “ideally timed”, coming 
as a previous co-operation 
deal expired with TNT, the 
Australian parcel service 
taken over by the Dutch 
postal service. 

Moreover, Deutsche Post 
would argue the DHL deal 
was made necessary by the 
second factor forcing 
change; the expected impact 
of the planned euro currency 
in accelerating the evolution 
of continent-wide businesses. 
Some 80 per cent of Deut- 
sche Post's turnover comes 
from commercial customers. 
DHL's experience in cross- 
border deliveries was a natu- 
ral addition to Deutsche 
Post's extensive domestic 
infrastructure. 

F rom DHL’s perspective, 
a two-tiered European 
market is being created 
similar "to how the US mar- 
ket has emerged over the 
past 10 years," says Patrick 
Lupo. DHL executive chair- 
man. Customers want either 
the overnight service, as spe- 
cialised by DHL or they 
want an extensive road and 
rail-based service that takes 
a little longer. 

DHL expects to co-brand 
its services which will be 
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available through Deutsche 
Post’s 15,000 branches. DHL 
will also offer Deutsche Post 
services to its clients - such 
as late night pick-ups.. 

A more immediate gain for 
DHL will be the undisclosed 
proceeds from the sale of -Mr 
Hfilblom's stake; which had 
been bought in temporarily 


by the group after his death. 
Although not thought to be 
substantial and certainly sig- 
nificantly less than $lbn, Mr 
Lupo said the funds would 
be used to extend DHL's 
“aggressive investment" pol- 
icy, particularly in Asia. 

The price for DHL has 
been a shift in the balance of 


power. Its other main share- 
holders are Lufthansa, the 
German airline, Japan Air- 
lines, Nissho Iwal, the Japa- 
nese trading house and pri- 
vate shareholders. Minority 
shareholders will have rights 
protected when big decisions 
are taken. But DHL now has 
a distinctly German feel. 
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GLOBAL REAL ESTATE FINANCE 


UNITED KINGDOM 


£142,000,000 

Asset-Backed Floating Rate Notes 

Parcs Limited 

24 Commercial Mortgages/ 
Office and Retail 
United Kingdom 




Citibank International PLC - 
Advisor and Lead Manager 


FRANCE 


UNITED KINGDOM 


£128,100,000 

Asset-Backed Floating Rate Notes 

Mooncrest PLC 

Single Office Building 
London 


Citibank International PLC - 
Advisor and Lead Manager 


FRANCE 


FRF 1,879,000,000 

Asset-Backed Floating Rate Notes 

Rock Funding PLC 

Multtfamily Properties 
France 


FRF 2,020,000,000 

Asset-backed Floating Rate Notes 


La Defense PLC 

Five Office Buildings 
Paris, France 

Citibank International PLC - 
Advisor and Sole Manager 
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UNITED STATES 


UNITED STATES 


US$250,000,000 

5-year Floating Rate Term Loan 

BRE/SWISS, LLC 

(An Affiliate of Blackstone Real Estate Advisors) 

A Portfolio of Four Swissotels 
New York, Chicago, Atlanta, Boston 


US$100,000,000 
18-Month Floating 
Rate Term Loan 

Davidson Hotel Partners, LJP. 

A Portfolio of 14 Hotels in Eight States 


Citibank International PLC - 
Advisor and Sole Manager 


UNITED STATES 


US$658,500,000 
158 Fixed Rate Mortages 
Commercial Mortgage 
Pass Through Certificates 

Mortgage Capital 
Funding, Inc. 

1997-MCI 

Citibank, NA 
Co-Lead Manager 


UNITED STATES 


US$50,200,000 

18.5-year Fixed Rate Loan 


TA Warner Associates, L.P. 

427,000 sq. ft. Office Building Complex 
Woodland Hills, CA 


J 


J 


^ Cmcorp^ecur^ ^y^^GticotpJaecu^ Citicorp Securities, inc - Sole Arranger J 


Citicorp delivers real estate financing expertise and multi-product solutions 
to clients around the world. For more information, 
call us in London at 44-71-500-2245. 

CITICORP® 


®1997 Citibank. NA. These amouacemems appear as a manor of record only. Citicorp Securities, Inc. is a wholly-owned subsicfiaiy of Citicorp and an affiliaie of Citibank, NA 
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COMPANIES & FINANCE: EUROPE 

SOFTWARE GERMAN GROUP LAUNCHES STOCK PLAN TO RE WARD LOYAL EMPLOYEES 


BANKING 


SAP warns of slowdown in growth 


* 


Bank Austria takes Sch3bn 
charge for restructuring 


By Paul Taylor 


Bank Austria, Austria’s biggest banking group. Is taking a SchSbn 
($233m) charge to cover restructuring costs following last year’s 
acquisition of Creditanstalt the country’s second biggest bank. 
Despite the charge, the group’s 1997 net income rose by about 
25 per cent to Sch5J5bn. 

The group's net profits, prior to the special charge, roughly 
doubled In 1997 to Sch&5bn- In January the group had forecast 
net profits of Sch7.5ton for 1997. Bank Austria's preference 
shares have more than doubled over the last year following the 
takeover of Creditanstalt 

Group operating income rose by 4 per cent, to Sch42bn, and 
operating costs were roughfy unchanged at Sch28bn. The group 
is expected to increase its S<ch12 a share dividend by more than 
15 per cent WaUam HaH, Zurich 


Shares in SAP fell yesterday 
after the leading European 
software group repeated its 
warning that growth would 
slow sharply this year and 
outlined a “virtual stock" 
plan to help it retain skilled 
employees. 

SAP's shares closed DM4 
lower at DM791 in Frankfurt. 

The German software 
group - the leader in the 
fast growing market Tor 
enterprise resource planning 
software used by multina- 


tionals to manage operations 
- repeated its forecast that 
sales would grow by between 
30 per cent and 35 per cent 
this year. 

The group. which 
announced provisional 
results for 1997 at the end of 
January, saw sales surge 62 
per cent to DM6.Q2bn 
(*3.29bm last year and net 
profits grow by 63 per cent 
to DM 924m. 

Yesterday the company, 
r ank ed as one of the biggest 
software vendors in the 
world, said lower interest 


and operating yield would 
cut -its pre-tax margin by 
1 per cent or 2 per cent this 
year, while the proposed 
employee share plan would 
weigh further an its results. 

“As a global company, we 
see a strengthening of inter- 
national competition for the 
best employees,” Henning 
Kangvrmann. a r nans gpnn^of 
board member, said. 

Mr Kangermann, who is 
expected to become co-chief 
executive when Dietmar 
Hopp, an SAP founder, steps 
down in May, held back from 


repeating SAP's earlier fore- 
cast that pre-tax profits 
would increase, at about the 
same rate as sales. He said 
that die employee incentive 
p m grHTTmw would affect per- 
sonnel costs and might hit 
earnings per shar e this year. 

Under the terms of the 
proposed incentive plan, 
designed to avoid the dilu- 
tion effects and legal delays 
associated with standard 
stock options, loyal employ- 
ees will be rewarded with 
“ virtu al shares”. 

The plan would allow 


about mo of SAP's rapidly 
growing workforce, which 
totalled almost 1 X 000 at the 
end of 1997, to benefit from 
gain* in SAP's share price- 
The shares haw risen more 
than 30 per cent tbs year 
jind nearly quadrupled over 
the past 18 months. 

However, analysts said 
yesterday that the plan, 
although initially limited to 
one year, added a new" ele- 
ment of uncertainty to SAP. 
one of Germany's most con- 
sistent growth stocks on the 
blue-chip DAX index. “It is 


not dear how much this pro- 
gramme will cost. There are 
a lot of undear issues." said- 
johen Klusmann. an analyst 
with Bank Julius Baer. 

SAP. which plans to list on 
the New .York Stock 
Exchange on August 3 and is 
adopting US GAAP account- 
ing rules, said yesterday that 
under the US rules its 1998 
net would be about 

five or six percentage points _ 
below the figure under Ger- 
many's HGB rules. Under US 
rules, 1997 net profits would 
have been 5.3 per cent lower. 


PHARMACEUTICALS 


Rhone-Pouienc share swap 


Rh fine- Poulenc, the French pharmaceuticals group, Is to simplify 
fts balance sheet by offering holders of “participating shares’' an 
opportunity to exchange them for new ordinary A shares. The 
comp a ny is offering 11 ordinary shares for each participating 
share issued between 1983 and 1988. If an 993,883 participating 
shares were tendered, it would result in the creation of about 
10.9m new orcfinary shares to add to the 360m currently out- 
standing. At Tuesday right's closing price of FFr277.50, these 
new shares would be worth about FFrdbn ($489m). 

Patrick Langtois, chief financial officer, said the move would 
reduce financing costs and was expected to have a positive 
impact on not income. In parallel, the company has decided to 
propose the conversion of the 926,820 preferred B shares out- 
standing into ordinary A shares at an exchange rate of one to 
one. David Owen, Pais 


VW sets its sights on new horizons 
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German vehicles group to target luxury 
car, truck and off-road markets 


By Graham Bowiey in Wolfsburg 


ENGINEERING 


Rheinmetall advances fourfold 


Rheinmetall, the fast-growing German engineering group, quadru- 
pled net .earnings last year from DM45. 4m to about DM1 80m 
($98m), reflecting acquisitions, rationalisation and a policy of 
focusing on Its core electronics, auto parts, machine building and 
defence equipment businesses. In a letter to shareholders it 
predicted higher profits this year. 

Rhdnmetall's operating profit lumped from DM91 .7m in 1996 to 
a record of about DM300m fast year, on safes Increased from 
DM3. 66 bn to DM6J58bn. Incoming orders last year were also a 
record, rising 60.8 per cent to DM7.1 Bbn. Peter Norman, Bonn 


BROKING 


LB Kiel buys Danish broker 


Landesbank Schleswig-Holstein Ghozentrale (LB KleQ is to 
acquire the entire share capital in the Copenhagen brokerage 
house of Gudms Raaschou, which Is active throughout the Nordic 
area in mergers and acquisitions, public share offerings and capi- 
tal markets business, the two companies said yesterday. Gudme 
Raaschou, founded In 1925. was one of Denmark's few remaining 
independe n t brokerage houses. Hilary Barnes, Copenhagen 


Volkswagen of Germany 
yesterday confirmed ambi- 
tious plans to expand into 
new luxury car. truck and 
off-road vehicle markets. But 
Europe's biggest carmaker 
warned that sales this year 
had been hit by the slow- 
down in Asia and South 
America. 

Ferdinand Piech, chief 
executive, who revealed yes- 
terday that VW this week 
bid for Rolls-Royce of the 
UK, said group earnings 
growth in the first three 
months of this year was 
“more favourable' 1 than at 
the same stage last year. 

“Our markets are boom- 
ing," Mr Piech said. “Our 
earnings will definitely be 
better than in 1997.” 

But he conceded sales 
were depressed by difficul- 
ties In Asian and South 
American markets as well as 
production problems with 
the launch of the new Golf 
model. 

European vehicle unit 
sales grew 8.4 per cent in the 
first three months compared 
with last year. Worldwide 
sales in the period grew 2.2 
per cent. Sales in Asia 
dropped 10 per cent while 
sales in South America 
plunged 25 per cent 

VW had earlier this month 
reported that net profit dou- 
bled last year to DMl36bn 


($743m) on the back of a 12 
per cent increase in sales to 
DM113-2biL 

Tbe group signalled it was 
pressing ahead with plans to 
build a new off-road sports 
utility vehicle in co-opera- 
tion with Porsche, tbe Ger- 
man sports car maker. 

Robert BQchelhofer, board 
member, said; “We would 
like to penetrate this impor- 
tant segment We are talking 
about co-operation with Por- 
sche ... we are m aking good 
progress on this." 

Mr Piech repeated VW"s 
intention to enter the heavy 
truck market by 2010 at the 
latest VW would do this by 
developing new models 
internally, through co-opera- 
tion with another manufac- 
turer or by buying a stake in 
another company, he said. 

Mr Piech said VW would 
press ahead with plans to 
enter the top-end luxury car 
market irrespective of 
whether the bid to acquire 
the Rolls-Royce and Bentley 
brands from Vickers of the 
UK was successful 

“Independent of the 
Rolls-Royce bid we might get 
an additional two-to-tbree 
top of the range models. If 
we are lucky they will be the 
two we have bid for. 

“This wish for two luxury 
marques could be filled by 
acquiring the British brands 
or we create something 
homegrown, revive histori- 



maintains 
pay-out 
despite loss 

By David Owen bi Paris 
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Ferdinand Piach with VWte New Beefkfr demand tor which is ‘o vrwha lm huf Picture: Reuters 


cal brands that belong to ns 
already or that do not belong 
to us." 

Analysts said VW could 
revive brands such as Horch. 
an old German car name 
controlled by Audi, If the Md 
for Rolls-Royce felled. 

Group orders In the first 
three months were fflO.OOO 
vehicles, 176.000 more than 
at the same stage last year. 

Mr Piech said Golf produc- 
tion would be raised from 
2,740 to 3,500 units dally in 
order to halve delivery 
delays of four to six months. 


Speaking at the group’s 
HTinnai press conference, Mr 
Pi8ch warned that overcapa- 
city and competition meant 
there would be a sharp con- 
solidation in the world auto- 
mobile industry in coming 
years. 

VW, which will bring eight 
new passenger cars on to the 
market this year, tprindtrig 
the New Beetle, wanted to be 
In a position to build 6m 
a year by the turn of the 
century. 

“In the long run. only 
around 10 to 12 groups of 


competitors will be left to 
compete with one another,” 
he said. 

Demand for the New Bee- 
tle, which will be launched 
in North America this 
month, .was “overwhelm- 
ing”, Mr Piech said. 

But Jens Neumann, a 
board, member, said no deci- 
sion had been taken yet on 
whether to build a factory in 
either Mexico, the US or 
Canada to cope with the 
strong demand. 
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French bank 
rescues Natexis 
in FFr7bn deal 


1997 Net income: FF 4.7 billion 
Further redeployment of the Group 


By Andrew Jack fa Pads 


Alcatel Alsthom ’s Board of Directors, chaired by CEO Serge Tchuruk, met on March 
18, 1998. and approved the 1997 audited financial statements. 


In 1 997. Akaid Alsthom posed net income of FF 4.7 billion, slightly above the estimate 
previously announced on January 29. 1998. 


The improvement in profits is in line with the action plan par into place more than 
two years ago. In spite of continuing strong pricing pressures, the Group benefi- 
ted from the growth in telecommunications, while operating From a better mana- 
ged cost base. 


OUTLOOK 

: 

1997 represents a significant step in the Group's recovery. Beyond the actions taken to 
improve the efficiency of operations. Alcatel Alsthom has continued to refocus its busi- 
ness by launching two strategic operations, which should be comptoed during 1998: 


• It is intended that GEC Alsthom. which has become an industrial success, established 
on a constructive pan-European cooperation, would be listed on the stock market 
during the first half of 1998. 


As a sign of confidence in the Group’s outlook, the Board of Directors will propose to “ ^ Manx whh Tl,0,ns0T1 3,50 COTtribul£d 10 ** "“MlS of Alcatel Alahom. 
the Annual Shareholders' Meeting on June 18. a dividend per share of FFIl JO. a 15* h ^ "Ho*. « IwtMihr. for the creation of a workhvids business 

increase over the previous year, and representing a total dividend per share of FF mana S e ^ Alcatel. The common development of technolopes, both civilian and 

1725, including tax credit military, should provide significant economies of scale and synergies for both groups. 


1997 RESULTS 


1997 net sales increased by 14% to FF 185.9 billion compared 
with FF 162.1 billion in 1996. On a comparable basis, safes 
increased by 8%. Orders increased by 119 in 1997 and, on a 
comparable basis, by 5*. 


Research and development expenses woe equivalent to those 
of 1996 at FF 16.6 billion and represented 8.9% of sales. 
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A new operation is also being considered, which would 
consist of selling the major pan of the Engineering and 
Systems activities, principally Cegelec. to GEC Alsthom. 
which will bring together two entities of the Group in 
businesses and markets that have more and more similarities. 
Alcatel Alsthom would achieve another important step - 
towards the unification and the valorization of its interests 
in energy, transport and industrial activities. 


Income tram operations, before financial results, rose to FF 
8 0 billion or 43% of sales. The increase of FF 5.1 billion compared la tte previous year 
resulted from the improved performance in all of the segments, with the most significant 
improvement coming from Telecom. 


The Group fotmd it prudent, in light of the deteriorating crisis in certain countries in 
Southeast Asia (Indonesia. Malaysia, Philippines, and Thailand), to register provisions for 
risks in the amount of FF 500 million which arc included in income from operations. It should 
be noted tha these four countries represented less than 59- of the Group’s sales in 1997. 


i In tins clarified context, Alcaiel Alsthom wilt pursue in 1998 

— - i - .—I the actions necessary to further improve its profitability. 

These actions will be oriented toward productivity gains and growth and will benefit foam 
the strong devekpnem of data traffic and mobile communications. Anticipating market 
changes, Alcatel has succeeded in developing a new generation of switches offering the 
bandwidth and functionalities capable of efficiently managing Imemei traffic and associated 
protocols. Also in public switching, where the resumption of growth is expected, Alcatel 
has been able to combine the functionalities of fixed and mobile communications, in order 
to supply operators one service/one terminal solutions. 


Baroques Populates, the 
French co-operative banking 
group, yesterday came to tbe 
rescue of Natexis, the Paris- 
based business bank, with a 
friendly takeover worth 
more than FFr7bn ($Ll4bn). 

The deal would protect 
Natexis from a hostile take- 
over and strengthen its abil- 
ity to generate $25Gm-$3O0m 
from an issue of pre fe rence 
shares in the US by the sum- 
mer. 

Coupled with a planned 
rights issue this autumn rep- 
resenting up to 15 per cent' of 
the capital, the operation 
would allow Natexis to raise 
about FPr2£bn in new capi- 
j tal to strengthen its balance 
sheet against its exposure to 
property lending and the 
Asian markets crisis. 

Banques Populates, which 
acquired a 23 per cent stake 
in Natexis last October with 
an option to rilbwh to 30 per 
cent, launched a bid at 
FFr440 a share, with FFr022 
for its convertible bands and 
FFr520 for subordinated 
shares. 

Zt was advised by Goldman 
Sachs. 

It stressed it wanted to 
acquire at least 51 per cent 


control of Natexis but 
wanted to maintain a minor- 
ity of the shares - of up to a 
third - on the Paris stock 
market to allow future rights 
issues. 

Hie co-operative status of 
Banques Fopulaires protects 
it from takeover. It also 
blocks its ability to acquire 
fun control of Natexis. 

Banques Pppulaires would 
be able to expand its 
international and corporate 
Business as a result of the 
deal, while Natexis would 
gain access to a retail 
network. 

Natexis - formed from the 
merger of the Banque Fran- 
Caise du Commerce Extfer- 
teure and Credit National - 
yesterday unveiled provi- 
sions of FFr55Qm related to 
its Asian exposure. 

Emmanuel Rodocanachi, 
chairman, said: “We were 
starting to lack a bit of mar- 
gin for manoeuvre. This 
operation will give us the 
ability to boost our market 
penetration in France « nd 
help our expansion in Asia 
and other emerging mar- 
kets.” 

He added that “obviously I . 
infinitely preferred a 
friendly takeover to a hostile ! 
One”. 


Shares of Peugeot-Citxofln 
rose strongly yestentev after 
the French carmaker. 
announced it was maintain - 
in g its dividend, in spite of 
reporting a substantial loss 
in 1997- 

The shares surged FFr97, 
or 10 per cent, in Paris to 
FFr1,070, as the group a&o 
announced a number, jpf 
ambitious targets, particu- 
larly for return on capital 
and for 1998 operating 
profits. 

But Peugeot reported an 
annual net attributable 1997 
loss of FFr2. 77 bn ($452m), 
a gains t net income of 
FFr734m in 1996. 

This had been foreshad- ■ 
owed by an announcement 
last month that tbe group . 
expected a net loss of 
FFr2.5bn after taking into 
account FFrUSbn of o a&off 
Items. These included a pri* 
vision of FFrl.44bn relating 
to the abandonment of an 
ill-advised currency hedging 
ex er ci se. 

Unlike 1996, when the net 
dividend was cut from FFr5 
to FFr3 in the wake of a 57 
per cent fall in annual prof- 
its. the managing board is 
this time proposing an 
unchanged payment of FFr3. 

Jean-Martin Folz, . tbe 
recehiiy installed president, 
set a 1998 target for! the 
group’s consolidated operat- 
ing profit of at least FFr5bn- 
This compares with operat- 
ing profit of FFr883m in 1997, ' 
down from FFrl-68bn. 

Excluding exceptional 
items and changes in valua- 
tion methods, however, last 
year's operating profit was 
put at FFr2.4bn. 

Mr Folz, who has moved 
swiftly to put Ms stamp on 
the group after taking over 
from Jacques Calvet last 
autumn, also announced a . 
12.5 per cent target for 
return on capital employed, 
to be achieved by 2001 . 

This compares with an 
average of 4.3 per cent 
achieved between 1994 and 
1997 and just 2.4 per cent last 
year. 

The management board 
believes 12.5 per cent Is the 
level required to secure “sus- 
| tamable development”. 

Excluding exceptional, 
but using the new presents - 
tion Of the group's flnanfffcl 
statements, the vehicles divi- 
sion made an operating loss 
of FFr355m in 1997. Mr Folz 
acknowledged this was. not 
the first time the uni t had 
made an operating loss. 

Non-vehicle operations 
contributed a profit of 
FFrl.l7bn and finance 
operations a profit of 
FFrl.lSbrL 

In spite of the collapse of 
its domestic market, the 
group achieved a 5 per cent • 
increase in unit sales in 1997 : 
to 2 . 1 m. In all, 72 per cent of 
sales were made outside 
France and 16 per cent out- 
side Europe. 
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Income before taxes and equity affiliates amounted to FF 5.6 billion compared with 
FF 2.7 billion in 1996 and included the financial results, restructuring costs and 
amortization of goodwill. It also takes into account capital gains realized from the 
program of non-core asset disposals, of which the most significant resulted from the 
sale of Havas’ shares. 


) Finally, benefiting from its success in transmission, which enabled if to become the 
] world leader, Alcatel intends to develop this business which includes subscriber 
! access, submarine networks, and satellites. This business should generate a significant 
contribution to 1998 earnings. It is. in particular, with developments in swit- 
ching, transmission and access that Alcatel intends to pursue the remarkable break- 
through that it has achieved in the U.S, during the last two yean. 


(Inaspwuw/awfnsUitTKl n frdmvi I 
■nfedicBul^&nntoAa. 1999 ! 
uningterarf number JB) 


FMG MIR SICAV 

5«aete dTnvestiBseman k Capital Variable 
iQA, Boulewd Uoyal, LUXEMBOURG 
R.C. ImembouTg B-&3.392 


First National 
Society 

£25,000,000 


NOTICE OF MEETING 


Income uu amounted to FF U billion in 1997, against FF 0.7 billion in 1996 which 
included exceptional savings of FF0.6 billion, resulting from recognizing tax consolidation 
in the year In which it occurred. Share in net income from equity affiliates, which now 
mainly includes Fnunatome and Shanghai Bell, amounted to FF 0.6 billion c ompa re d 
withFF ID billion in 1996. Net income after mifiorjiy interests reached FF 4.7 compared 
with FF 2.7 billion in 19%. 


Finally, after a period of profound change, and due to these new developments, tbe 
Group looks to the future with confidence. The growth in its earnings should continue 
in 1998, independently of the significant striKtural changes amenity being undertaken. 


Intense Bearing Shares 
(FIBS) 


The Group's net fimncial.debt went from FF 13.1 billion in 19% to FF 11.9 billion in 
1997, resulting in a ratio of net debt to sharehoidas’ equity (gearing ratio! of 27* at 
the end of 1997. versus 33* at the end of 1996, 


j “ Safe Haihar" sratemm under the Private Securities Litigation Reform Act af 1995: This 
! press release contains forward-looking statements relating to (he Groups expectations for 
| an improvement in profitability Such expectations assume that I il the Group Hill benefit 
I grmrrt in the telecommunications market, and {HI the Groups inter volume will 
| irfirrease in several product markets. Actual malts could differ materially firm the above as 
I a result of these or other fuctoes. 


For foe Interest Period 
23rd March, 1998 oo 23rd 
September, 199fi the FIBS 
will cany an Interest Rate of 
10.1125% per annum. The 
Interest Amount per £1,000 
will be £50.96 payable on 

tbe 23rd September, 1993 . 


ft&Tteesdav April 21 , 1998 at ll ul, 
»t *e purpose of conskkftng foe fattawiBg ageirfa; 
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beenBCnl “ a « nstoered 
deporit ^ “bares arc isquiredf » 

April 14, 1998. ^ maamon » assist ai the meeting before 
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By order of the Bond of Directors 
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Credit Suisse First Boston reported business unit results 
Credit Suisse Group’s results announcement. They are what you’d 
world class investment banking firm 
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COMPANIES & FINANCE: INTE RNATIONAL 
UBS-SBC MERGER NEW YORK STATE BANKING DEPARTMENT LODGE S O BJECTION TO DEA L O V ER QUESTION OF NAZI VICTIMS’ DEPOSITS 

Swiss bank deal threatened with delay 


By WBiamHafl 
to Zurich 

The merger of Union Bank 
of Switzerland and Swiss 
Bank Corporation into one 
of the world's top five banks 
could be delayed following a 
decision by the New York 
State Banking Department 
to oppose the merger. 

The department has 
lodged a formal objection to 
the merger in a letter to the 
US Federal Reserve, citing 
"substantial concern" over 

Norwegian 
paper group 
in talks on 
Thai buy 

By Greg Mctvor in Stockholm 

A trend among Europe’s 
largest forestry groups to 
seek partners in Asia gained 
momentum yesterday when 
Norske Skog. of Norway, 
said it was in talks to | 
acquire a majority stake in 
Thailand's only newsprint 
mffl. 

Norske Skog, one of 
Europe’s biggest newsprint 
producers, said it had signed 
a letter of intent to acquire a 
stake in Shin Ho Paper. The 
acquisition would take place 
via a rights issue to which 
only Norske Skog would 
subscribe. 

The agreement reflects a 
surge in interest among 
large European paper com- 
panies in the Asian market 
during the past year. 

Enso. of Finland, said last 
week it was in talks with 
potential partners in south- 
east Asia, including a Thai 
company, over collaboration 
in fine paper. Sweden's Store 
announced a big fine-paper 
deal in China in January. 

Finland’s UPM-Rymmene, 
Europe’s biggest forestry 
group, last year entered a 
fine-paper joint venture with 
Asia Pacific Resources Inter- 
national. the Singapore- 
based manufacturer. 

Jan Reinas. Norske Skog 
chief executive, said the 
addition of Shin Ho’s news- 
print mill at Sing Brat north 
of Bangkok, would increase 
Norske Skog’s annual news- 
print production capacity to 
2.1m tonnes from early next 
year. This would make it the 
world's third largest sup- 
plier. 

Sing Burl has annual 
capacity of 120.000 tonnes. 
Norske Skog said the mill’s 
machines corresponded to 
European standards. 


the welfare of the two banks’ 
depositors. The Federal 
Reserve, the US central 
bank, has ultimate responsi- 
bility for approving the 
merger. 

The department accused 
the two banks of ‘‘inatten- 
tive regard" for depositors 
who fell victim to the Nazi 
Holocaust, or their heirs, 
who have never received 
funds to which they are enti- 
tled. This “raises regulatory 
questions about the charac- 
ter and fitness” of the banks 


concerned, the department 
alleged. 

UBS said it was “very dis- 
appointed" by the New York 
development. The merger 
has already been cleared by 
the European Union compe- 
tition authorities, and the 
Swiss cartel commission has 
until June 5th to make its 
decision. 

Analysts had been expect- 
ing the merger to be com- 
pleted by mid-June. John 
Leonard, of Salomon 
Brothers, said it was not 


unknown for bank mergers 
to go ahead before final 
US approval bad been 
granted. 

The intervention of 
the New York banking 
authorities is the latest sign 
of the pressure on the Swiss 
banks to agree to a “global 
settlement" of the 
multi-billion-dollar class 
action suits they face from 
Holocaust survivors. Today, 
Alan Hevesi, the New York 
city comptroller, will host a 
meeting on whether to 


impose sanctions on Swiss 
banks because of their 
alleged slowness in meeting 
the claims of dormant 
account holders. 

George Pataki, the 
republican governor of the 
state of New York, said that 
before the two banks were 
allowed to merge, “they 
must convince New York's 
bank regulators and the 
Federal Reserve Board of 
Governors that they are 
doing everything in their 
power to rectify a great 


Bufete is forced to take hard knocks 

Mexican construction group misses out as foreigners move in, writes Henry Tricks 

N o thing seems to be had been promising inves- the transformation in the means it will also op 
going right lately for tors their best year on way Mexico’s budget- the new plants it plai 
Bufete Industrial, record. In the past six conscious government is car- build. 


N othing seems to be 
going right lately for 
Bufete Industrial, 
Mexico's second largest con- 
struction company. 

The country Is on its big- 
gest infrastructure develop- 
ment drive in decades, but 
last year the three main gov- 
ernment contracts - worth 
some $3.?5bn - slipped 
through Bufete’s fingers. 

Its best client is Pemex. 
the oil monopoly which this 
year embarked on a three- 
year S25bn plan to boost pro- 
duction and refining. But a 
drop in crude prices forced 
the government on Tuesday 
to crimp its investments in 
energy for the second time 
this year, raising doubts 
about how much of the wish- 
list Pemex would complete. 

Last week, Juan Alberto 
Zepeda Novelo, Bufete’s 
pointman for oil develop- 
ment projects, was thrown 
in jail on money-laundering 
charges. 

Mr Zepeda Novelo was a 
shareholder of a hank 
that officials say was briefly 
owned by a Mexican drugs 
cartel. Bufete immediately 
denied any money-launder- 
ing links, but it was none- 
theless shaken by the 
scandal 

The knocks have brought 
a note of contrition to Bufete 
executives, who in early 1997 


had been promising inves- 
tors their best year on 
record. In the past six 
months, its share price has 
tumbled 62 per cent. 

The company acknowl- 
edges it may have unjustifia- 
bly primed expectations, 
especially in promising a 
$S5m payment Bufete says it 
is due for work completed at 
the Feder al E lectricity Com- 
mission (CFE). Three years 


‘It will continue to 
be a difficult year. 
What the analysts 
say is no lie’ 

later, the figure is still in 
dispute. 

"The market is veiT senti- 
ment-driven. and it expected 
a lot from Bufete," admits 
Jaime Zevada, the compa- 
ny's new head of investor 
relations. 

“However. Bufete not only 
failed to win [big contracts 
last year], It also spent three 
years promising it would 
receive the CFE payment 
but it never did. So the senti- 
ment is one of deception, 
and it’s very understand- 
able." 

What went wrong reflects 


the transformation in the 
way Mexico’s budget- 
conscious government is car- 
rying out big in fr as tr ucture 
projects. 

Instead of funding them 
itself, the government is 
awarding concessions to 
companies that can build, 
finance and operate power- 
generation plants, natural- 
gas distribution networks, 
water-treatment plants and 
airports. 

Mexican construction com- 
panies have had to team up 
with foreign partners in 
order to acquire the exper- 
tise and cheap funding that 
are not readily available at 
home. 

Of Mexico's big three con- 
struction companies. Bufete 
has found the transition 
most awkward. 

“It's the first time that for 
these large projects the 
name of the game is not 
engineering and construc- 
tion so much as operating 
and financing." Mr Zevada 
says. 

“The projects are going to 
the foreigners. We recognise 
that, and we also realise 
that’s the market trend." 

The one area where the 
old rules apply is oiL 

Pemex mostly provides its 
own financing for construc- 
tion projects, and strict state 
control over sub-soil wealth 


injustice from file past". 

Although the Federal 
Reserve has the. power to 
approve the merger, the New 
York regulators have the 
power to revoke the two 
banks* local banking 
licences in New York, the 
world's most important 
centre! 

Elizabeth McCatxl, acting 
New York banking super- 
intendent. wanted the two 
hanks t hat the g ran tin g ctf-a 
banking licence, was “a 
privilege, not a right". 


Stan price&SBB} 


means it will also operate 
the new plants It plans to 
build. 

Mr Zevada says the oil 
company's plans to upgrade 
three refineries, funding all 
the construction work itself, 
are likely to be unaffected by 
any cuts in energy sector 
investment. Bufete expects 
each project to be worth 
between 8600m and 8800m. 
They top its list of potential 
contracts this year. 

The CFE. he says, will 
award four independent 
power producer projects this 
year, also providing opportu- 
nities. Bufete is planning to 
bid for two natural gas dis- 
tribution projects in Mexico 
City, worth $lbn combined. 
Last week, it narrowly lost a 
bid - with Gaz de France - 
for the natural gas contract 
in Monterrey, Mexico's main 
northern industrial city. 

C ombined with private 
construction projects. 
Bufete expects its back- 
log of work in progress to 
grow from $552m last year to 
S800m this. That, industry 
analysts say, is crudaL 
Mr Zevada says the com- 
pany is likely to post net 
losses in 1998, compared 
with a 43m peso ($5m) profit 
in 1997. Operating margins 
will remain slim at 4 per 
cent and cash flow only just 



covers debt servicing costs. 

Particularly w or r ying to 
analysts is the company’s 
jsstfrn debt. Mr Zevada says 
the co m p any had bank lines 
worth J400m that as a last 
resort could cover any debt- 
servicing needs. There was 
also cash to tide it over until 
October. - , 

“You will never see Bufete 
default on any maturity,” he 
says. However, he acknowl- 
edges it will he a tight 
squeeze. “It win continue to 
be a difficult year. What the 
analysis say is no lie. It’s a 
very constrained balance i 
sheet, and K ar gi n s are low. , 
"This is going to be a big i 
year - of sowing seeds, 
depending on whether we 
win the big projects, we 
recei ve payment from the 
CFE and we keep healthy 
finances. In 1999, the outlook 
is much improved - better 
margins, sales and lower 
leverage." 


ACCOUNTANCY 

Multinationals ‘oppose 

PW-Coopers merger* 

More than three-quarters of ' 

. ^finance* officers 

■ and Ooopats & Lyt^and^»«^g compefltora. Theaurv* 

funded by one of the 

atm found that 84 per cent of the g. . 

polled opposed ary consofidatoi surveyod^as - - 

Cation among their 103 US counterparts: 

tanpesacn. BBtrtew of the 23 E«pean 

Detoitte Touche Tohmatsu financed the survey, wwen was con- 
ducted by Research International, 
day Harris, Banking Correspondent 

HOLDING COMPANIES : j 

Zim losses hit Israel Corp 

Net profits at the Israel Corporation, a hototop company 
trafed by the family of Shoiri Ssenbog, the late 
33 per cert last year because of heavy tos9 “^?Tr^. t 2f7j d 
shipping subsidiary, AnrtJal net profits shrank from S raa4.w nw .. 
Shkl6.4m ($4.0m). white revenues efimbed 3 per c ent from 
Shk3.53bn to Shk3.Q2bn. in the fourth quarter, the com pany^ 
recorded a loss of ShklStn, compared with Shk57m net profit* « 
the total quarter. 

Zlm’s losses reached S39m in 1997. more than d oubte ten* - 
loss Of Stem in 1996. The company Warned eroded profitaWWy 

because of fierce competition during the pest two years, iwaef 

Corporation said Zim had taken cost-cutting measures totxmg it 
back to the black. Avi MachBs, Jerusalem 

PHILIPPINES ^ C 

Merger talk lifts Smart, Piltel 

Market speculation on a possible merger between Smart and W- 
tel, the two leading cellular telephone groups in toe PhSippines, 
intensified yesterday following a report that company officiate 
were holding high-level taDrs. Shares in Piltel climbed 6 per cent 
yesterday, taking the increase to 17 per cent In the past several 
days. 

Mike Lonergan, Smart chief financial adviser, denied the group 
was in talks with Piltel and said he was “sutprisecT by the report 
which ctefmed Manuel Pangillnan, chairman ol Metro Pacific, 
Smart’s parent com pan y, and Antonio Cojuangco, president of 
PLOT, Pfftef’s parent were discussing a possible merger. ”ff we 
were looking to merge, our Immediate focus would be on a GSM 
operator rather than COMA because Smart’s frequency fs within 
the GSM band," he sakt 

■ Shares In Metro Pacific, the Philippine flagship of Hong Kong- 
based First Pacific, have been gaining in the pest several trading 
sessions on speculation that the group is planning to bid out its; 

33 per cent stake in PDCP Bank. Yesterday, they gained 4 per 
cent to' 2.32 pesos. Justin M w oaJ, Mania 

LBSURE 


SE-Banken unit buys into Finnish insurer 


By Greg Mctvor 

Skandlnaviska Enskilda 
Banken. the Swedish bank, 
said yesterday it bad pur- 
chased a large portion of a 
15 per cent stake in Sampo, 
Finland’s largest insurer, 
sold by MeritaNordbanken. 
the Swedish-Finnish b ank. 

Lars Thunell. SE-Banken 
chief executive, said the 


bank was holding 9.99 per 
cent of Sampo’s equity as a 
"financial Investment" in 
anticipation of further 
restructuring of the Finnish 
financial market 
He said the shares had 
been bought by Trygg- 
Hansa, the Swedish insurer 
acquired by SE-Banken last 
year. The purchases took 
place during 1997 at an aver- 


age price of FM140 per share. 

Sampo's most-traded A 
shares slipped FMQ.20 yester- 
day to FM219.80. Speculation 
over restructuring helped lift 
SE-Banken ’s A shares by 
SKr6 to SKrl23. 

MeritaNordbanken, itself 
formed by a merger last 
year, announced on Tuesday 
it was booking a FMl.lbn 
(|198m) capital gain from the 


sale of its entire stake in 
Sampo. The move is part of a 
programme of non-core asset 
disposals. 

The bank said the Shares 
bad been sold in parcels to 
different buyers. Its stake in 
Pohjola, Finland’s other 
large insurer, was also for 
sale “at the right price”. 

Analysts suggested Sampo 
could be an attractive part- 


ner for SE-Banken if tt 
expanded the geographical 
base of the Insurance 
operations it acquired 
through Trygg. 

Andrew Mitchell, Euro- 
pean insurance analyst at 
Merrill Lynch in London, 
said the Finnish market was 
relatively “under-insured’, 
with most savings held by 

hankg. 


Euro Disney, the operator of the Paris theme parte plans to open 
a new FFrIOOm 3D cinema to an effort to draw vfefflora 

and encourage them to spend longer In the park. -The 600-seal 
ftaB. due to open next spring, represents the first significant ' ^ 
expenditure on attractions since Space Mountain, a hig h a p aad ■ 
rollercoaster, was opened in 1995. 

The 20-mlnute show wifi be based on the film Honey I Shrank 
The Kids, and include chairs that move and threo-dtawnsiunal 
filmed images such as giant mice designed to create the impres- 
sion that viewers have been miniaturised. 

Eutj Disney, which Is stIH struggling under the burden of i& 
heavy financial restructuring package brokered in 1994, is 
attempting to launch new developments without large capital. . 
expenefitura. Andrew Jack, Paris 


REPUBLIC OF GREECE 
MINISTRY OF NATIONAL DEFENCE 
MINISTRY OF NATIONAL ECONOMY 

REQUEST FOR PROPOSALS 
FOR THE SELECTION OF 
A SPECIALIZED STRATEGIC 
MANAGEMENT CONSULTANT 
FOR DEFENCE INDUSTRY 

!i u ibe huetaka of ibe Gorenvnem of Greece «o hire a special coasuhsni. 
who, in cooperation with the Armaments General Directorate (AGD) of tbe 
Ministry of National Defence, will submit proposals concerning die three state 
owned defence industries, Hellenic Aerospace Industry. Hellenic Anns 
Industry and Hellenic Powder &. Cartridge Co mpa ny. 

In thk context, tbe Government of Greece, represented by the Ministries of 
National Defence and National Economy, ia interested m hiring a special 
consultant (legal entity or group of legal entities), who, in coope ra tion with 
the Armaments General Directorates (AGD) win submit proposals concerning 
the state owned defence industries. Hellenic Aero spa c e Industry. Hellenic 
Anns Industry and Hellenic Powder & Cartridge Company. 

These proposals will include the policy and the measures nece ssa ry far the 
improvement of competitiveness of the stale owned defence industries as far 
as cost and quality of products, modern technology and know-how and 
increasing the scope of production by introducing modern equipment are 
concerne d with special emphasis no: 

a. New organisation and operation 

b. Introduction of modern managerial methods 

c. Restructuring of Lhc Industries and their production Hoes 

d. Full utilization of their potential 

e. Fannalatkw of strategic targets: 

1. Strengthening tbeir export orientation 

2. Creation of joint ventures with Greek state owned or private and 
foreign companies to participate in bids issued by the Hellenic 
Ministry of National Defence and tbe wider public sector as well as in 

bilateral and international production programs. 

f. Operation m a status of fiscal balance. 

The Govaunent of Greece requests proposals from consultative firms. The 
fines interested wifi have to be exp e rie nced in tbe field of defence industry, ia 
Greece as well as abroad, and haw a special knowledge of the Greek market 
and legislation. The firms or persons interested shah notify MOD/AGD of 
their interest within thirty (50) days following the (sat pubircmkxi of this 
request m the Greek or foreign pres* (not later Hum 13 JO of the last day). 

Those interested will have to submit (be following: 

a. A list of the major managerial, organisational and financial consultative 
undoes offered during the bit five (5) yeara. with special mention of (be 
cost, die dale and the name of tbe person or organisation (public or 
private) accepting such services. 

bb A brief one on die measures takoi io assure die quality of their s ervices 
and the methodology used to comptem their studies and rewn - J t in die 
case of a third person or group of persons being used to offer such 
services the third penoa or peRons and their services should be specified, 
c. All dooimenis in the proposal will have to be in Greek. 

SELECTION OF SUCCESSFUL CANDIDATES 

The Government of Greece will make a dmn list of alt camfidaes meeting the 

requirements mentioned above according to its prerequisites. 

Those selected will receive specific information on the services required and 1 
will he invited to submit their final proposal including the total cost oftbeir 
services. 

Those subrouting proposals wfl] have no right, claim or whatsoever 

upon the Government of Greece. 

This announc e m e n t was wiritoi m Greek and translated in fingiuh. In case of 
disagreement, the Greek text win prevail. 

MINISTRY OF NATIONAL DEFENCE 
ARMAMENTS GENERAL DIRECTORATE 
FAKINOS CAMP 1020 PAP AG OS 


i <* re rearer poo*? and 



Maw 

sun* 

tael 

MPml Vtelq 
nsoua 

Pool Pod 


Vi 

swstoss 




P— 

Brt cm 




<ndng 


mjwh 


wm 

0330 

17.48 

7283 

>2.93 

oa 

0100 

1746 

1283 

12S3 

a a 

0130 

17.48 

20.10 

20.10 

aa 

0200 

17.46 

30.10 

3010 

oa 

OZJO 

17.48 

1283 

1283 

08C 

nTiflfl 

17.43 

1283 

1293 

aoc 


17. 48 

>280 

7280 


OteO 

17A8 

1233 

1233 

one 

0*30 

HUM 

1238 

12-93 

aoc 

0600 

1UJ7 

1288 

1280 

aa 

ryan 

1&01 

1250 

1250 

aa 

0600 

16JJ3 

1288 

1266 

aoc 

0630 

1004 

IgfW 

1286 

aoc 

0700 

i«a 

20.77 

21.01 

182 

0730 

17.78 

20.11 

2086 

182 

OBOO 

2358 

20.77 

2181 

182 

0630 

2*58 

2AW 

2488 

182 

0900 

2968 

3381 

3485 

182 

0930 

28.72 

3781 

38-15 

182 

1000 

38.12 

98.15 

08.40 

182 

1030 

2337 

96.15 

98.40 

182 

1100 

23JH7 

4212 

4236 

182 

1130 

24.00 

4212 

4287 


1200 

37A3 

4580 

4525 

182 

1230 

37.80 

4580 

4525 

132 

1300 

33.46 

4580 

4524 

182 

1330 

23JB7 

3781 

3215 

182 

1400 

2386 

3381 

348G 

182 

1430 

2185 

33-51 

3485 

182 

1900 

2389 

3381 

34.05 

182 

1930 

2945 

33.81 

3485 

182 

>600 

2387 

3387 

34.06 

182 

1630 

2*83 

3381 

3486 

182 

1700 

3381 

4214 

4289 

182 

ITS} 

2fl JS 

3882 

K3T 

78T 

1800 

WO 

m xi 

5084 

182 

1630 

zajao 

6088 

sari 

182 

1900 

SBJB 

v?pq 

50® 

782 

1930 

ssuea 

50.17 

9044 

182 

2000 

SUB 

aSt 

4277 

182 

2030 

man 

33 81 

3486 

182 

2100 

2*84 

3086 

3120 

182 

Z130 

2224 

»ue 

3120 

182 

2200 

2043 

2289 

mm 

18 2 

2230 

2223 

2288 

295? 

182 

2300 

1B.10 

20.10 

20.10 

080 

23SJ 

IS® 

1283 

1283 

a oo 

MOO 

1S0B 

1283 

1283 

080 


|» Mured to m War H moi 

wire hour imd. Ms re to push t* 


reneiwate «■*«* «• phntoMMA «a nun 
■MU Mm iJMpsnn. iw h» H 
ttws re m vl n* ss— wire n—Pwfte«M 
t ure mwai sre sne m il ai l <V 
re tecatty pod H btert ad VHw. tta M 

nw w nre bretireute ffl» i % i<wirea t i 
is rewnans irenrw nres 
aaure re *■*. T>» «*resan a pat pare a a 
■Iter are pom re pais tr wtn b ntpci 
u niitin or oivefa, near 

dwarewreM* re mre net 

mmrdesiniWtiid.wafdwre 

«rere«b ■ re poirefty d ret nwre ner 
a ro wo bt no nreni WaH bt fbemi lead 
iw Mo n d pMgtor re avrer Bang re are re 
i ret pod ptw lot «a OBf. Ftad pact ots ar Mo 
Wk al wren TW itBareaos Santa Ire tf 
1 ewiMimtdnreer*irea4rV 
reenw yaviw si. ren .i . 
i da re« i | i iiw»aiB yni»siiani 
I a rei e ta retarereagfi rrn rei via 
■nan re aferewi ar MC au a* rere 

» sr»t »dlii| MCsfarepaa is»a — 
easre « mol tat areq Ma a re are pad 
ar wearers <t rear re pan aa*g 

•reigman. ■ a rewna am re aaretasm 
* na IWu rev ftre redw H || mu or vat I 
m<VMMairedMMMn1*n 
DM <r rac By hBV Sdimre «M MreMw 

Ca dre urea reare area mm an 
Mretaretiem «usw sm erere 
Store aM tea irere ia rere 
Cfcww Ure aid Hrearei Stares then 


HERMES 



Hermes: sales and earnings advanced in 1997. 

In 1997, the Hermes Group’s sales and earnhags registered a 16% increase. 


At the Supervisory Board Meeting held on 23 March 1 993, 
Jean- Louis Dumas, Gerant, presented the financial statements for the 
year to 3 1 December 1997. 

The Group’s consolidated turnover was FF4.858 million, or 16. 1 % 
higher than in 1 996. At constant exchange rates, the increase would 
have been 1 1.8%. 

The company registered uniform sales growth. In Europe 
(including France}, where Hermes 
generates almost half of its turnover, 
sales tracked the general trend for the 
Group. In Asia, Herm6s registered a 
1 7% advance in turnover, thanks to a 
robust 37% rise in Japan. In the rest of 
Asia, sales slid 1 1 %, mainly owing to a 
decline ill Hong Kong, where the 
1993 iew tees m i<87 Group generates 5% of its sales. In 
tujwoter (Wj America, sales were up 7%. 




The Group struck a more even balance among the different 
Hermes business lines. Ready-to-wear, leather goods and 
watches registered robust advances ranging from 22% and 27%. 
Sales of silk goods remained virtually stable. Turnover from 
perfumes contracted 5% by comparison with 1996. Lastly, 
Hermes saw turnover growth of over 30% In its other business 
lines, driven by sales of jewellery, footwear, household items and 
tableware. 

Operating profit advanced 33% on 1996. Gross margin remained 
stable. Overheads amounted to FFl ,754 million, compared with 
FF1 ,579 rruHion in 1996. Operating profit was FFI.003 mllffon in 
1 997 compared with FF753 million in 1996. 




Net profit was up 16%. After a higher tax 
burden (FF464 million compared with 
FF325 million in 1996), consolidated net 
199* IBM 1BK IBM 1997 profit was FF531 million, compared with 
NETPRom (MF) FF457 million in 1 996. 


Cash flow was FF725 million, and was 
ample to cover a major investment pro- 

■ M g™™* of FF548 million. This sum 

■ ■ deludes FF225 million for the first stage of 
^rell ^ acquisition of a real estate complex in 

J" ■ ■ K ■ Tok Y*’s Ginza district. During the year, 
■ ■■■■ Hcrm « °Pc n «i ten new stores throughout 
1*0 .98. IBM 1SBB 19B? the world and actively pursued the pro- 

iNYESTMwrstMr) gramme to renovate existing locations. 

Th. Group-, workforce W growu ,o nearly 1,000 employees. 

Hermes increased its staffby 200 in 1997. 

In 1998, the Group is expected to continue expanding, aJborru* a 

P” 1997 ’ ““rist reckon that took 

hold to Hong ivo„g several months ago affected our stores over die 
ftntfew months of to year. In other countries, partcuiarlyjapan and 
France, sales remain on an uptrend and Hermfe, ha, untotoen 
numerous actions to continue to develop its business. The Group 

The Annual General Meeting will be held on Monday, 25 May i99 8 . 
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A message from R W Rowland, Lonrho's largest personal shareholder 

Lonrho Pic - think twice! 
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A moiintain of paper has landed in your letterbox, sent by the directors 

ot Lonrho. They want your votes again, to split a faltering company in 

two and execute a Share Buyback linked with the purchase of South 

African coal mines. Before voting please consider the essential facts:* 

■ Lonrho's share price is down more than 25% for the yea^ against a 
soaring FTSE-100. 

■ Lonrho's profit (before exceptional items) went down to £48m in '97, 
the last year of the combined entity. 

■ The Tavistock- Share Buyback deals will raise debt at Lonrho to 
uncomfortable levels. 1 

■ Lonrho has lost a valuable claim against Gencor due to the 
extraordinary intervention of Mr Bock, Lonrho's former chief 
executive. 

■ Lonrho's board is now dominated by five non-executive directors. 
They do not add expertise or represent institutional investors. 

■ Analysts expect the Lonrho Africa share price to trade initially at a 
discount to Net Asset Value. 


FSH 100 index 1996/98 


Daily data 


Lonrho Pic shore price 1996/98 

peace Daily data 
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Shareholders will remember last year's AGM, when John Craven, the newly 
appointed chairman, promised to work in the interests of all Lonrho 
shareholders to create shareholder value. It hasn't happened. 

THE BUYBACK 

To achieve the board's desire, about £176.7 million in cash is going to flow out 
of our company to Anglo-American (or its designated recipients), present 
holders of the so called 'overhang' of Lonrho shares. A short while ago Anglo 
American bought about 50 million more of my shares at 200p; but now they Eire 
willing to sell at 106p. They have lost scores of millions on the investment and 
the lower price reflects their estimate of Lonrho's future, unless there are 
further understandings between the parties of which shareholders have not 
been informed. 

Including £17 million Advance Corporation To-tt, £0.9 million stamp duty and the 
3 pence dwidend per share, the net price for the Share Buyback of the 166.7 million 
' shares is nearer 120p than I06p per share. 

None of the points made by Lonrho's directors in support of the Buyback go 
directly to improving the dividend or the share price, and I recommend 
shareholders pay attention to the caveat of Deutsche Morgan Grenfell, 
nursemaids to the proposal. They say they recommend it, having 'taken into 
account the Directors’ commercial assessment’ of the acquisition and the Lonrho 
Share Buyback. The same directors recommended the Metropole disaster, the 
futility of two years of negotiation over the Princess Hotels, the loss of Lonrho 
Sugar (built up over thirty years into a very good business), and now they have 
been responsible for the debacle over the Karee mine litigation. There has been 
one constant factor: Deutsche Morgan Grenfell acting through John Craven, 
today's chairman. Sir John and Morgan Grenfell came in with Dieter Bock and 
in my opinion a great part of Lonrho's misfortunes spring from their poor 
advice. 

Despite our board's super forecasts, their combined holdings represent 0.1% of 
the issued capital, and have increased minimally in the last 3 years. They now 
forecast that buying coal and buying in Lonrho shares will 'enhance earnings' 
in the year ending 1999. They do not forecast higher dividends. The board has 
invited Sir Alastair Morton to join them and share his experience gained in the 
black hole of shareholder value, the Channel Tunnel. He has international 
expertise in facing furious shareholders. 

COAL AND LONRHO 

In a chain reaction with the Buyback, Lonrho is committed to taking the 
Tavistock coal mines from JCI for a hefty £167 million (R 1.378 billion) in cash, 
which after study actually looks like £181 million (R 1.5 billion). JCI is boasting 
to its shareholders about the figure. 

Both transactions must go ahead, or neither 3 . Both are up for approval on April 
9th, the Thursday before Easter, at the Lonrho EGM. ■ 

It is quite a leap to get so heavily into coal in South Africa. At the moment 
Lonrho has 61 % of Duiker coal, and our total coal interests have a market value 
of £5° million. We are looking at increasing our coal investments three or four 
fold dependin'* on the real value of Tavistock. The main reasons given for the 
nmnosed acquisition are synergies .with Tavistock assets, which Lonrho could 
have bought directly from Shell South Africa one year ago. Since the 
announcement of the'Tavistock deal Duiker's share price has dropped by 20% 
to R4 levels, reflecting how the market values the deal. 


NEW LONRHO MINING 

Leaving Princess Hotels aside (still forlornly at the altar) your company will 
effectively split in two if shareholders follow the board. Whether we do well or not 
depends entirely on this board's commercial judgement, as Deutsche Morgan Grenfell 
point out Let's have a look at the main assets of New Lonrho Mining, described 
as a 'focused international mining group'. 

■ 33% (36 million shares) of Ashanti, which Lonrho does not manage or 
influence with two directors out of twelve. Market value £186 million. 

■ 73% of Western Platinum, where thanks to Mr Bock's questionable actions, 
the board is permanently split and market value reduced. 

■ 61% of Duiker Coal with a market value of £52 million, plus Tavistock coal if 
shareholders support it on April 9th. 

■ and some comparatively small gold mines in Zimbabwe, not all wholly 
owned. 

It certainly does not yet look like a focused international mining group, as the 
board like to describe it to journalists. Mr Terence Wilkinson who formerly 
managed Lonrho South Africa is to lead 'New Lonrho Mining' to the uplands 
of international profit. 

WHAT'S WRONG AT KARS? 

Lonrho has a junior partner, Gencor, in its platinum mine. 

Gencor was given a shareholding of 27% in exchange for Karee, a neighbouring 
mine which has subsequently turned out to contain an enormous fault. Lonrho 
under my directorate , held that the fault was known to the sellers but not 
disclosed to Lonrho, and had intended, by arbitration, either to reduce Gencor 's 
shareholding in proportion to the gravity of the fault or to have financial 
compensation for it, which was expertly assessed to be some £44 million - a sum 
pretty near to the £48 million profit Lonrho Pic made last year and significant, 
regardless of whether it was settled in money or in shares. Gencor's board 
representation and influence would have declined, to Lonrho's advantage as a 
'focused international mining group'. 

In my view the whole of that position has been given away, without the 
authorisation of Lonrho's board, thanks to Mr Bock's extraordinary 
intervention. This leaves the future of the mine subject to the directors 
representing our minority partner Mr Bock privily undertook to drop the Karee 
claim and (having sold all his Lonrho shares) later wrote a letter confirming this 
to Mr Gilbertson of Gencor In the interim Lonrho sent out a circular about the 
Metropole deal which referred to Karee but did not disclose the true position; 
presumably the rest of the board did not know what Mr Bock had done. Nine 
days after his letter Mr Bock left the company's employ as chief executive. Our 
Lonrho board then tried to circumvent Mr Bock's letter but failed. An order was 
made against Lonrho by the South African court. For five months after writing 
the letter; while Lonrho defended the litigation that their chief executive had 
caused, Mr Bock was allowed to continue as a non-executive deputy chairman 
of Lonrho, until he left with a profit of over £130 million. A truthful account of 
Mr Bock's misconduct has never been given to shareholders. 

CONFLICT OF INTEREST 4 

Five non-executive directors, including two appointments by Lonrho's former 
chief executive Dieter Bock, Stephen Walls and Peter Harper, are now 
dominating the four executive directors on Lonrho's board. 

Since becoming chairman of Lonrho Pic last year, John Craven, Deutsche 
Morgan Grenfell's former chairman, has brought in two friends, Roger 
Phillimore and Alastair Morton as non-executive directors. Craven, Morton and 
Phillimore share a South African background. John Craven is linked through 
the business interests of the Rupert family 5 to Gencor and Deutsche Morgan 
Grenfell have been recently appointed advisers to Gencor It is difficult to 
present ariy one of the non-executive directors as a truly independent 
appointment. 

LONRHO AFRICA - A DIFFICULT BIRTH 

Lonrho Africa will operate in 14 countries, but sadly has no core business since 
Lonrho Sugar was sold. It will be hard to build it up again. 

■ The timing of the demerger is badly advised, given the '97 results of Lonrho 
Africa and the difficult markets Lonrho Africa is trading in at the moment 6 

■ Lonrho Pic must leave Lonrho Africa with £70 million in cash to give it a 
chance. 

■ The failure to secure a listing on the South African Stock Market will add 
selling pressure to the Lonrho Africa share price. 

■ Black empowerment is not recognised at board level. The present board is 
under-qualified for the task facing them. 

■ Better and independent non-executives are needed. Stephen Walls from 
Albert Fisher Pic (shares down from 48p to 28p), where he is under pressure 
by shareholders for non-performance, is an incomprehensible choice. 

I put a value of £500 million plus on Lonrho Africa had it included Lonrho 
Sugar, but reduce that figure by very much more than the £223 million achieved 
in a private sale of our estates because the steady income from sugar has also 
gone. Admirable as the other agricultural businesses are, they are not big 
earners and are far flung. The motor dealerships are franchises renewable at the 
will of the manufacturers. 

Overall Lonrho Africa could be a promising company on a continent with a 
bright future, if it were provided with a far better board. 

I dose by saying that as the largest personal shareholder, I find it hard to see 
merit in these proposals. As the founder of Lonrho Pic, I see none at all. What 
about a name change? 

Yours sincerely 


R. W. Rowland 

ES. I have insfrurted my solicitors to pursue shareholders' interests in the case 
of the Bock/Gilberfcson letter: 

26 March 1998 

'See page 94 of the Lonrho Circular on the lavistock-Share Buyback proposals. 

■Lonrho’s board always gave the impression that drey could avoid this tax. by develomnc a struehim , 4 

trigger a Buyback until April '99. when Advance Corporation 3kx is going teKSSwf wouWn * 

’See page 13 of the Lonrho Circular on the Tavistock-Share Buyback proposals. 

•Shareholders Will remember die JCI merger proposals in which Terence Wilkinson. Lonrho's director 

by JO * the future CEO of a merged company, had! dear conflict ofmferesT^ dlI " IOr ’ hm * chD5en 

The Rupert family is looked upon as being one of the controlling shareholders in Gencoc 

■See statement by the Lonrho board on the current trading situation in the Deutsche Mnmr. n- 

Lonrho Africa Demerger (pages 31-32) and the Lonrho Greular on the Tavistock^r^BS^S^^ on ** 


*n w R nwland’s message is not intended to constitute investment advice. The calculations and information in this advertisement are based on publicly available information which has been obtained 
which are believed to be reliable. The displayed information should not be relied upon since no guarantee for accuracy, completeness or otherwise can be given. 


from 


sources 


r 


19 


I 















-.-=S.fl?J-». 5{fc V.C- 

*•••'* r • - iv ~'\ 


FINANCIAL TIMES THURSDAY MARCH 26 '«*» . 1 : : r 

* • 2.:-s 

COMPANIES & FINANCE: THE AM ERICAS — 


jsF* 


SOFTWARE INDUSTRY LEADER GIVES UNUSUAL PREVIEW OF QUARTERLY RESULT TO COUNTER ^NC^^NTY 


NEWS DIGEST 


— « ■ 


Microsoft says earnings beat forecasts 


mraaiEr 




By Louise Kehoe 
in San Francisco 


Shares of Microsoft jumped 
more than 5 per cent in early 
trading yesterday after the 
software industry leader said 
it would beat Wall Street 
expectations with earnings 
of about 48 cents a share for 
the quarter ending March 31. 

In an unusual move. 
Microsoft previewed its 
third-quarter results after 
the close of trading on Tues- 
day. Greg Maffei, chief finan- 
cial officer, said earnings 


would be 4 cents or slightly 
more above the consensus of 
Wall Street analysts' projec- 
tions. which stood at 43 
cents a share. In the third 
quarter of last year, Micro- 
soft earned $1.04bn, or 40 
cents a share, adjusted for a 
subsequent stock split, on 
revenue of S3^1bn- 
Microsoft had decided to 
counter uncertainties after 
recent profit warnings 
issued by other companies In 
the personal computer sec- 
tor. Mr Maffei said. These 
have included Intel and 


Compaq Computer. While 
these warnings bad led some 
analysts to suspect slowing 
growth in PC sales. Micro- 
soft had not seen any drop in 
revenues from PC manufac- 
turers. he said. 

Although Asian markets 
remained weak, there was 
“some evidence that they are 
not getting weaker, but little 
evidence of improvement”. 

Microsoft’s third-quarter 
revenues bad been boosted 
by strong sales of Office, its 
business application prod- 
ucts. and strong sales in 


Europe, he added. However, 
Mr Maffei said: “We con- 
tinue to see solid growth, 
but growth is slowing, so 
people should not take this 
quarter as a harbinger of 
future quarters." 

Growth in the third quar- 
ter would be less than 30 per 
cent he noted, compared 
with an average growth rate 
of about 50 per cent in recent 
quarters. Still, the company 
expected fourth-quarter 
earnings to be “a few 
pennies above" analysts' 
estimates of around 43 cents 


a share. Growth in the cur- 
rent quarter was likely to be 
higher than in subsequent 
calendar 1998 quarters, be 
said. “This quarter could 
produce the highest earnin g s 
per share of any 1998 quar- 
ter." Mr Maffei said- 

Analysts were sceptical, 
because Microsoft has often 
expressed caution about 
future results only to exceed 

expectations. 

Microsoft shares were 
trading at $89% in mid-ses- 
sion. up or 5 per cent 
from Tuesday's dose. 


• Shares of 3Com. the con- . ■ _ • : — - 

boost website presence 


Netscape creates arm to 


numu&ctnrer. dropped by 3 
per rent to trade at $364 in. 
mid-session yesterday after 

the company reported lower- 




Ket profits for the third 
quarter, coding March l, 
were Si3.3m, or 4 cents a 
share, on revenues of 
$i asiwv a year ago 3Com 
recorded e arnings of 
5179.1m, or 34 cents, an reve- 
nues of $L46tttL The latest 
results include a 59.9m 

acquisition charge. 


Netscape Communications has created a dMton 
j r anrtbn rinfl it® website into a Mi ttsinat gqrvk».to.L4 ^jy^a - . ~l-} ■. 
with companies such as Yahoo? and Anwtoa.Gnfina. «**W**r^ : 
Netcenter website to one of the buftaat on th* internet •- 

registmd users. Over the past six months k basheoomea , 

in g sotscs of revenues for the software company as ktamUar 
and service providere aid advertisers pay tees to be on the aka . / 
in the fourth quarter, ended in December. Netcenter generated 
SZim, or about 25 per cart of trtte revalues. 

Mfce Homer, farmedy executive vtoe-presfe farti o! sates and : : : 

msrketteo end who was y es te rday appointed jweti 
the new division, said Netscape efmed tori raw on the« k»u8j»_a^ 
of 3s browser sof tw are . L ou ise KehafeSai Rteon».-. - i ; 


Caracas plans 
relaunch of 
aluminium sale 


TELECOMS MOVE COULD LEAD TO A WAVE OF INDUSTRY CONSOLIDATION 


AEROSPACE 



Telus confirms AT&T talks 


By Scott Morrison In Toronto 


By Raymond CoBtt in Caracas 


The world's leading 
ahHnininm companies are to 
make a second attempt, 
under new conditions, to 
acquire Venezuela’s troubled 
aluminium complex, one of 
the world's largest 

The Venezuelan govern- 
ment pledged to relaunch 
the sale it suspended yester- 
day within two months, after 
the last remaining consor- 
tium. led by Billiton of the 
UK, withdrew on Tuesday. 

“We are coming back with 
redoubled determination 
that will allow a transparent 
culmination of this process," 
said Alberto Poletto, head of 
F1V, the privatisation 
agency. 

“Far from a defeat, this 
could well be a triumph 
beyond what [yesterday’s] 
sale would have been.” he 
said, adding that Rafael Cal- 
dera, the country's presi- 
dent was determined to see 
the sale through. 

Mr Poletto said the govern- 
ment would take into consid- 
eration the suggestions 
made by the three interna- 
tional consortia, which 
included Alcoa and Reynolds 
of the US, Alcan of Canada, 
and Norsk Hydro of Norway. 
These groups successively 
withdrew from the bidding 
process, objecting to the 
base price of $2.lbn, high 
energy costs, and labour and 
environmental obligations. 

Mr Poletto said the Bffli- 
ton-Ied consortium had 


sought last-minute demands 
that were impossible for the 
government to meet. 

However, the government 
also emphasised that the 
terms of the sale had been 
known for months and estab- 
lished with the consent of 
the potential investors. “It 
would have been very unfair 
to change the terms of the 
contract far one consortium, 
when the other two had 
already withdrawn." said 
Waldo Negrtn, privatisation 
co-ordinator at the holding 
company CVG. “You have to 
offer the same rules of the 
game to all 

“Given the situation, the 
government’s decision to 
reinitiate the sale under new 
conditions is the most appro- 
priate decision." said Fran- 
cisco Natera, head of Fedeca- 
maras. the industry 
federation. “But it needs to 
happen swiftly." 

’Critics said the govern- 
ment had overplayed Its 
hand, demanding a base 
price above market value. 
Now it faces the politically 
difficulty task of adjusting 
the Tniniwinm bid price and 
possibly reducing the labour 
and environmental obliga- 
tions. which will require 
consensus among unions 
and opposition parties. 

Mr Negrtn said: “The out- 
look is quite bleak for the 
re maind er of the year." Con- 
tractual modifications 
require congressional 
approval - difficult to obtain 
in an election year. 


Canada's telecommuni- 
cations industry is in 
upheaval after Telus, the 
Alberta-based local tele- 
phone company, confirmed it 
was in talks to form a “busi- 
ness combination" with 
AT&T Canada Long Distance 
Services. 

Reports suggested that 
Telus could acquire two- 
thirds of AT&T Canada, 
which a telecoms analyst 
valued at C$lbn (US$704m). 

However, it is likely that 
such a combination would 
be the first move in a wave 
of consolidation in Canada's 
telecoms sector, which com- 
prises 11 local service pro- 
viders and several 
long-distance competitors. 
Analysts say the fragmented 
industry is not able to 
achieve the economies of 
scale experienced in more 
mature telecoms sectors in 
other countries. 

Analysts believe that Bell 
Canada, the country's larg- 
est phone group, will 
respond to the talks by 
launching a bid to acquire 
Telus to keep intact the 11- 
member S ten tor alliance of 
local telephone carriers. Bell 
Canada, wholly owned by 
BCE, has conceded that the 
alliance “will need to be 
realigned” and indicated it 
was in talks with other 
members to determine how 
best to respond. 

“If this deal goes through, 
S tenter will break up unless 
BCE can buy out the mem- 
bers," said Dvai Ghose of 
James Capel Canada. 

However, BCE would not 
comment if it had 



Breaking up: Canada's S ign tor afliance is in danger 


approached Telus in the 
wake of the Telus/AT&T 
announcement. 

The prospect of sector con- 
solidation lifted Canadian 
telecoms stocks for the sec- 
ond day. BCE was up CS2 at 
C$59.25 in early trading yes- 
terday, while Telus had 
gained C$2.65 to C$43.05. 

Even if the merger talks 
break off, analysts believe 
developments have perma- 
nently damaged the relation- 
ship among Stentor mem- 
bers. which have operated 
under an unwritten agree- 
ment that they do not 
encroach on each other's ter- 
ritory. An operational 
merger between Telus and. 
AT&T Canada would pit the 
Alberta carrier against other 
Stentor members. 

Telus, Canada's third larg- 
est local service provider, 
has signalled H is unsatisfied 
with its position in the Bell 
Canada-dominated alliance. 


An operational merger 
between Telus and AT&T 
would create a formidable 
provider of local and 
long-distance service, 
enabling the gnTnhmpfl com- 
pany to operate outside 
Alberta. 

Telus would immediately 
obtain a national high-speed 
network with w hich it could 
attack the Ontario 
long-distance market. That 
would put it into direct com- 
petition with Bell Canada, 
its alliance partner. AT&T, 
which is one-third owned by 
its US parent and two-thirds 
owned by three Canadian 
banks, would gain access to 
a local exchange with L&n 
phone' lines which would 
form a solid client base far 
its long-distance service. 

Teleglobe, the Canadian 
overseas network operator 
23 per cent owned by BCE, 
would also suffer as a result 
of a Telus takeover of AT&T 


fhnarin Te&egJobe is sched- 
uled to lose Its monopoly on 
overseas calls in October 
and white it recently signed 
three-year agreements guar- 
anteeing it a minimum 
amount of t r af f i c from Sten- 
tor ntsnbers, it would even- 
tually suffer the loss of 
Telus’ long-distance t r a f fi c if 
the “combination" happens. 

Analysts say consolidation 
could involve Canada’s cable 
television companies. Should 
Bell Canada face a Telus/ 
AT&T aTTfanng, it could pur- 
sue Shaw Cable in a bid to 
acquire its broadband net- 
work in Alberta- 

Analysts suggested regula- 
tors would be likely to 
approve a Telus acquisition 
of AT&T Canada, because it 
is consistent with the gov- 
ernment's atm to foster more 
co m pet i tion in the sector. A 
Bell Canada bid for Telus, 
however, could pose prob- 
lems for regulators. 


Lehman takes top spot in M&A consultancy 


By WWam Lewis 
in New York 


Lehman Brothers, the 
investment bank, has moved 
to the top of the league table 
for US mergers and acquisi- 
tions advisory work, helping 
the bank to record earnings 
per share in the first quarter 
of 1998. 

According to Securities 
Data, the leading M&A data 
consultancy, Lehman has 
advised on deals worth 
$65.5bn announced in the US 


in the year to date, giving it 
a market share of 29.1 per 
cent 

Merrill Lynch ranked sec- 
ond, with announced US 
deals worth $62£bn. Credit 
Suisse First Boston is third, 
having advised on $40 bn of 
takeovers. 

The US is the world’s most 
valuable M&A market. Over 
the past three months. Leh- 
man’s M&A department, 
under the management of 
Steven Wolitzer. has advised 
companies involved in some 


of the largest takeovers in 
the US markeL 

It advised Digital Equip- 
ment on its $9-6bu merger 
with Compaq Computer, and 
Washington Mutual on its 
$9.9bn acquisition of HF Ah- 
manson. 

Analysts said yesterday 
that Lehman had tradition- 
ally been seen by investors 
as a fixed-income trading 
house. However, two years 
into its attempt to move into 
higher-margin investment 
banking activities such as 


equity trading and M&A, 
Lehman's efforts appear to 
be paying oft. In the first 
quarter of 1997. Lehman 
ranked nin th in ann ounced 
US takeover advisory work, 
while for the full year it 
ranked fifth. 

Lehman yesterday 
announced net income of 
5187m, or $1.44 per common 
share, for the first quarter to 
February - a 30 per cent 
increase on the $144m net 
income, or $1.16 per share, 
achieved in the same period 


last year. 

According to First Call, 
the Boston-based research 
group, analysts had forecast 
that Lehman would declare 
earnings per share of $L20 
for the quarter. 

In morning trading in New 
York, Lehman’s shares rose 
HA to $74*. 

Net revenues far the first 
quarter were $1.045bn. an 
increase of 13 per cent on the 
$925m achieved in the first 
quarter of 1997. Investment 
banking revenues were 


5348m, compared with 
$240m, of which $95m came 
from M&A advisory work. 
Non-interest expenses were 
5770m, against $706m a year 
earlier.. 

“Despite seasonal lulls in 
trading and underwriting 
that extended well into Jan- 
uary, the full qoarter 
reflected the across-the- 
board strength we have seem 
in our major businesses for 
the past year and a halt" 
Said Richard Fold, chairman 
and rhfpf executive officer. 


PUBLIC NOTICES 


New Issue 


This i nto rm afl on appnara as a maogr at raoorri arty. 

The bonds dosatKd Mow hem already been offered lor sate. 


March 25, 1998 


Allianz 


Allianz Finance B.V. 


Amsterdam, The Netherlands 


DM 2,000,000,000 
5% Bearer Bonds of 1998/2008 

under the unconditional and Irrevocable guarantee of 


Allianz Aktiengesellschaft 

Issue Price: 101.025% 


Dresdner Kleinwort Benson 

Dmsdner Bank Akfengeeallschaft 


Bayerlsche Vereinsbank AG 


Deutsche Morgan Grenfell 

Deutsche Bank Aktiengesefbcfnft 


Goldman, Sachs & Co. oHG 


J. p, Morgan GmbH 


RASF1N SIM S.pJL 


SBC Warburg Dillon Bead 
SchweteortadierBanlwwBki (Deutschland) AG 


NOTICE PUBLISHED BY THE SECRETARY OF 
STATE FOR TRADE AND INDUSTRY UNDER 
SUBSECTION 8(5) OF THE 
TELECOMMUNICATIONS ACT 1984 

The Sccrctaiy of Sate hereby gives notice as fbltowj. 

1. She proposes a giant Licences under the Trifecrenmimkaniont Act 
1984 (“the Act”) to Singtel (Europe} Ltd, Stance Telecom Limited. 
GN Great Northern Gateway Ltd ATS. oteLo comnranfcadotn 
Limited. Tde Daamrt A/S, Tramline Gonnoamcadoss Limited, 
UTG Comnmntartons (Europe) AO, PSINet Telecom UK Limited, 
DireccNct Tnteeomnnmicafioos UK Limited and Stentor 
Co ffimunitat ioog Mmhnri ("the Licensees”) to mn fanemarional 
tetecOPUDun icafi oB systems in the United Kin gdom. The licences 
win be for a period of rex months, thereafter being adject to 
revocation on one month's notice. 


2 . t»— p^r-1 -'•-r 1, ~ Ttt Ttt rratJr Thr 1 imvr r n 

to install and ran wJwnmmunlniriiin systems in the U nited Kingdom 
which may be connected to tnlecommsDicatioas systems outside the 
Voted Kingdom and so provide a wide range of mteotacionai 
services bat not any domestic services (Le. services involving the 
conveyance of messages which originate md are s ub s e qu en tly to 
trmiinair. in the United Kingdom) or mobile ’•****» services. Each 
Licmcr amhcrocs the ca cn eak u to a wide rang- of other systems, 
including domestic systems ft truth n li'aii^ apparatus. 

3. Each Licence will be Subject to confitkms such that section 8 of the 
Acs will apply to h, thereby making each of the systems run under 
cadi ftrrnc a eligible for designation as a pah5c telecommunication 

system under section 9 of die Acl It is the Intention of the Seaeoiy 

of State to designate each of die Licensee's systems as a public 
tekcoamancation System. 

4. The Secretary of Stale proposes to grata — Hwtuw* in response m 

an application from each lice n s ee for snch a B rmet she 

considers tt wffl hdp to satisfy demands m the United Kingdom for 

the provision of services of the type amhonsed, will promote the 

hdarests of consumes in raspeet of the quality md variety of web 
services, and win maintain and promote effective competition 
between those engaged in the provision nf icfc con umigrion 
nvtoes. 


5. Representation a objections may be made in respect of each of re,, 
popoacd licences. They should be made in writing by 24 April 1998 
md addressed to tbc mrimigned at the Department of ’fiadc and 
Industry, Communications and Information Industries DireetwatG, 
2^7 Grey. IS1 Baddngham Palace RomL Lonkm SWLW 9SS. 
Copies of the proposed liQmcc can be fin of charge by 

wiiihtg to the Department (fax; 0171 215 1721) or by 
0171 215 ITSSl 


Ncrthrop Grumman, the US aaroapaco group at ^ ^ ; 

confrontation between Lockheed Martin gndttte -federal q o»wh - -• 
mart, wW take a pre-tax charge of SI 80m again* flrst-qifrthr . 
semktgs. Part of the charge, which to Btoty to telte tite grou p hip 
a joss, according to wiafysts' calcufationia, was to coiar-ftasp^t' 
of vesting restricted stock which became valid for issue after. 
shareholders approved the staBed merger with Lockheed test , 
month, the company sakt \ ^ 

WhBe analysts had estimated Northrop'* first-quarter (MVtdngK 
at $ 1.44 a share, the company said the charge would redima the 
figure by $1.70. Christopher Parkas, Las Angeles j 
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Imatec sues Apple Computer 


Imataci the technology developer, has filed a lawsuit agmnat _ • • 
Apple Computer, alleging Infringement of three patents arid seek- 
ing $1.1 bn In damages. The suit alleges that Apple infringed l»na- 
tec p rown t- g "by its making, using, and/or selling its Color. Sync. ' \ 
odour management systems and Inducing others to cb so*. 

Apple officials were not immediately available for comments 

The patents in question were issued to Hanoch Shaft. Imatec ■ 
president, who granted exclusive licences to his company, Imatec 
said, neuters. New York 


GOLDMAN SACHS 


Mondale appointed adviser 


Goldman Sachs has named Walter Mondale, former US ambas- 
sador to Japan, Its senior adviser on Japanese issues. Mr Mon- . 
dale, US vice-president from 1977-81 and unsuccessful Demo- . 
cratic presidential camSdate In 1984, Is the Iteest heavy hitter to 
deploy Ms public experience for the Investment bank. Peter Suth- 
erland. former European commissioner and first cfiroctor -general 
of the World Trade Organisation, has. been chairman of Goldman" 
Sachs international since 1995. 

Clay Hams, Banking Correspondent 


PHARMACEUTICALS 


Monsanto to sell optical unit 


Monsanto, the US agribusiness, pharmaceuticals and biotechnol- 
ogy group, is to sell its optical products division to BMC Indus- .. 
tries for $100m. The business, based In California, makes optics! 
lenses and employs about 285 people. The disposal-'* the tetesr 
by the St Louis-based company, as it refocuses on higher val- > 
ue-added products such as drugs or genetically-engineered 
crops. Nikkf Tail; Chicago . — 


RETAILING 


Wal-Mart tests smaller stores 


Wal-Mart Stores, the world's biggest retailer, Is planning to exper- 
iment with smaller discount stores at three locations in aid - 
around Its home town of BentonvWe. Arkansas. The stores will 
measure about 40,000 sq ft each, compared with an average of 
92,600 sq ft for tiie group’s existing stores. 

The strategy Is similar to that adopted by Sears Roebuck, the 
world's second biggest retailer, which is opening hundreds of . ' 
neighbourhood stores across the US. 

Wal-Mart has 1 ,900 out-of-town discount stores sell tig general ■ 
merchandise, 440 Supercenters that sen groceries and fresh pro- - 
duceas wen. and 440 Sam’s Club membership warehouses. : 
Richard Tomkins, New York • • 


VOLKSWAGEN AG 

Wolfsburg 


Invitation to the Ordinary Annual 
Meeting of Stockholders 


We have pleasure in inviting holders of ordinary and . oreferfBa ! 

SfooE ?2SB £ rs f /,eetfna * aoSSSS £E ? Si 

°^Z huraday ' June - 1 393 at the Congress Centrum' 
Hamburg, Am Dammtor, 20356 Hamburg. - 


Agenda: 


? ^confirmed financial statements, the 
consolidated financial statements, the Management Reoort 

3 ? eruted^ 

D^hbera^, together wrth the Report of the 


SSSKton?" Sppropfiat, ' on of net eatings available for 


ST °" a,ei Board ' ° f 
ara,ons 01 “* Supravis “ y 

Rwolution on the conversion of nominal-value shares into 
caohal < 51 ™* nmi approved and potential 


caprtal stock, and the approved arri wmal K 
appropriate .mendments of the Artid^of?^^ratiOT^ 
3 - Appointment of auditors for the fiscal year 1998. 
Entitlement to attend tho ~ .. 


yea i iroo. 

' Stockholder end ,o 

Articles of Assodation de»vs!ttKi!v ^ Sw ™- 1,1 accordance with the 
of their shares from a 

latestbyMay26, l998attt»daof«^ of securities at the- 

arsssr >5^- SKsssss- 


Wolfsburg, March 1998 


1 Board of Management 


Alan Proud 

Department of Trede and tadtistTy 


26 March 1998. 
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— ”.-.9...^g^...C ^H AND SHARE PAYMENTS INCREASED DESPfTE 29% FALL IN EARNINGS AND HEAVY LOSSES F ROM UNRAVELLING OF BZW 

Barclays executives paid large bonuses 


By George Graham, 

Banking &fltor 

Executives at Barclays, the 
UK banking group, accepted 
large bonus payments last 
year in spite of a 29 per cent 
drop in earnings per share 
and substantial losses in 
unravelling the group’s BZW 
investment banin^g subsid- 
iary, 

Martin Taylor, chief execu- 
tive, took salary, cash bonus 


COMMENT 

Argos 


and shares totalling 887 6.00 0 
up £40,000 from 
1996, in spite of the ritxtimp 
in Barclays’ profits perfor- 
mance. Mr Taylor also exer- 
cised the right to a bonus 
granted in 1994 worth an 
additional £762.000. 

Andrew Buxton, chair- 
man, increased his total 
package from £574,000 to 
£579,000. Sir Peter Miri rtlP*on. 
deputy chairman, received a 
cash bonus of £120,000 on top 


of his £296.000 salary, tuici up 
his total rewards to £455,000 
compared with £438,000 in 
1996. 

Observers said that, as 
chairman of BZW. Sir Peter 
might have been expected to 
take some responsibility for 
the £46Sm loss Barclays took 
on the sale of its equities 
and advisory business and 
the £2i9m operating loss it 
accumulated in that busi- 
ness over the year. 


Barclays also paid Bill 
Harrison £iJ2m in salary and 
benefits last year. He 
became BZW’s chief execu- 
tive in September 1996, 
receiving £1.5m on joining. 
He left In October 1997 after 
the decision to sell its equi- 
ties operations, to total, Bar- 
clays paid £im for Mr Har- 
rison’s IS months of service. 

Barclays’ payments con- 
trast with the policy of 
National Westminster Bank, 


Renewing affection for GEC 


Roger Taylor examines the reasons 
behind the group’s share price recovery 


A fter eighteen frustra- 
ting months, the 
pieces may be begin- 
ning to fall Into place for 
Lord Simpson, managing 
director of General Electric 
Company, the UK electronics 
and defence group. 

The stock market certainly 
seems to believe so. When he 
took over, in September 1996. 
the share price was 380p. 
Last month, it was still at 
that level, despite months of 
what one director described 
as “the hardest work 1 have 
ever done in my life". 

Now all of a sudden thing s 
are happening. In the last 
month the price has leapt 
from 373p to 466% p at yester- 
day's close. The excitement 
is partly belated recognition 
for what has already been 
achieved. But there is also 
growing anticipation at the 
next move. 

Last month the company 
arranged a euro-denomi- 
nated credit fecility for E6bn 
(about $6.7bn> to add to its 
cash pile of about ($L67bn). 
The deal was finalised yes- 
terday giving the company 
the firepower it needs to 
carry out its plans. 

Petrol was thrown on the 
fire of speculation when 
news came that the merger 
of US defence groups Lock- 
heed Martin and Northrop 
Gr umman bad been blocked. 
Suddenly huge new oppor- 
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tumties seemed to open up 
for GEC. At the least, it 
could hope to buy some of 
Lockheed and Northrop’s 
businesses. At best, it might 
bid for Northrop. 

Prior to this m on th. GECTs 
weak share price reflected a 
view that the company was 
moving too slowly and was 
being outmanouvered. 

Lord Simpson had left 
investors waiting nine 
months after taking up the 
job before laying out his 
strategy last July. 

By the start of 1996 several 
key planks in the strategy 
had yet to be revealed, 
investors were beginning to 
tap their fingers. Some 
argued that Lord Simpson 
was a steely-nerved negotia- 
tor waiting until he saw the 
whites of the enemies eyes 
before firing. Others asked 
whether be was dozing cm 
the job. 

GEC protests that it has 
been making progress. 

The GEC-Als thorn heavy 
engineering joint venture 
with Alcatel-Alsthom of 
France is due to be floated 
later this year. 

The company has also 
started negotiations with 
Siemens of Germany over its 
Other large joint venture - 
the GPT telecommunications 
business. 

The UK industrial division 
has been largely disbanded. 



Opening up: Lord Simpson 

The biggest concerns have 
focused on GEC-Marconi, the 
defence business, which 
Lord Simpson sees at the 
heart of the fixture GEC. 

The company has encoun- 
tered a number of set-backs. 
Early last year negotiations 
over a merger with British 
Aerospace broke down. 

. Hopes of benefitting from 
the privatisation of Thom- 
son-CSF. the French defence 
electronics group, foundered 
when the French govern- 
ment reversed its plans. 
GEC’s bid with Thom- 
son- CSF for Siemens' 
defence electronics arm 
failed. 

The only thing that has 
come right far GEC-Marconi 
is its link up with Alenia. 
the I talian defence group. A 
joint venture is expected to 
be announced at the end of 
this month- To GEC’s irrita- 


te* PW 


Aquicto 

Batratt Devs _ 
Black (A&Q _ 

BLP 

Brake Bros —. 
Breeden — 

Bridpwt 

British ratings 


. 5 mite to Dec 31 70 3 
6 mB* to Dec 31 3883 

Yrto Dec 31 7.14 

Yrto Dec 31 32.7 

ft to Dec 31 691 £ 

Yr to Jan 31 14.9 

.Births to Jan 31 12.3 

Yrto Dec 31 883 

Yr toDec 31 83.2 

Citadel $ 5 irths to Dec 31 1260 (• ) 0.103L (- 1 0.751 (- ) 0-5 May 29 

City Centra Rest Yrto Dec 31 166 0328) 17.5* 06-8*) 073 (838 ) 235 June 1 205 28 Z5 

Ctarftson (Horace) ft to Dec 31 33.1 (33.4 ) 3 2 09 } 832* (?03 ) ZS July 1 25 4 4 

CSnlon Cants Yrto Frill 1528 038) 788 (5.22 ) 9.32 (5.86* ) 225 Jine 2 1.43* 3 205* 

CIS - Yr to Dec 31 3050 (30.40 ) 105 (103 ) 8.7 (87 ) 3.45 May 29 13 5.75 53 

Dmoonwaop Yrto Dec 31 55.4 (54.3) 831 (927^) 18.1 (19.6) 4.6 May 29 4 6.7 6 

DCS Yr to Dec 31 $ 593 (352) 432 (3.03 ) 15.68* (10-3 ) 135 Jrne 1 1.75 225 1.75 

FBO* ft to Dec 31 156.9 (145 .4) 143 (14.7) 30.7 (2 01) 5 May 15 435 8.7525 7.7 

Ftalraw Yrto Dec 31 39 (221 ) 438 (4.41 ) 122t (112) 3.4 May 15 3 52 43 

Gtonchewton Yrto Dec 31 203 (223) 4.03* (134* > 12.59 (528 ) 1.33 May 13 09 2 135 

KatPrt <t> Yr to Dec 31 257 (244 ) 0324 (0.325 ) 0.08t (62 ) nB - 1.72 1 272 

High Point Randal - 6 irths to Jan 31 ? 123 (20.3 ) 0759 (Q.352L) 23f (93L ) nfl - nfl - rti 

House of Baser 53 V*S to Jan 31 812 (781.4 ) 29 (304L ) 9.4 pISL) 3.8 Jt* 1 33 53 53 

KtonspaA ft to Dec 31 239 (126.1 ) 303 (13.3) 142f (73* ) 0.7 June 22 036* 1.12 03* 

lEET-I .Yrto Dec 31 S73 (44.6) 528 (1.38* ) 213* 04.3 ) 425 May 29 63 

MatBmn (BeraanO~— Yr to Dec 28 3713 (3549) 1224 <226 ) 636 (1239) 25 May 8 24 4.3 4.1 

Metals Mato) ft to Dec 31 75.1 (726) 103 (9.77 ) 19.06 (16J7 ) 52 May 18 435 7.9 7.1 

NUT 4> 12ft mtte to Dec 31 - (- ) 232L I- ) 6.4L (- ) 

Pegasus ft to Dec 31 124 (7.91 ) 1.7 0.164 ) 29.3 (15.4 ) 5 Junei 5 5 73 7 

Q cb Yrto Dec 31 435 (1.73) 1.44 (0.3511) 83 (31 ) 03 July 10 - 03 

Room ft to Dec 31 2,045 (2379) 1794 (190L4 ) 228 (48.7L) 6.5 Apr B 1999 8 14338 14.1 

Tamac -Yrto Dec 31 2,773 (2364 ) 11524 003*) 8 (0 4 ) 235 June 22 25 535 53 

West Bromwich $ 6 irths to Dec 31 423 (3.4) 0.4434 (0301 ) 602 (453 ) - 

MMbutaHa Cuneor Da te o» Con-npooifing TOW tor Total tea 

Investment Trusts KAV (W Earning girt EPS (tf paymart m payment dWdtnd vx _ 

Abanleea Latin 6 irths to Dec 31 9938 (80.54) 0.0291. (p.0171) 015L (D.09L ) ----- 

CafnwORn tenet - 5ft mtte to Jen 31 101.7 (954 > 0.136 (- ) 0.96 (- ) 0.9 Afr 30 - - - 

Ftadm Vmttkm- 6 mtte to Dec 31 * 1513 (128.7 ) 1.72 (027 ) 5.4 p9 ) 23 Apr 30 08 - 22* 

Hamtaos Smafer $ _ 6 mtte to Feb 28 73.4 (135.7 ) 0.481 L (0.0541) 0.73L (0.08L ) - - - - 

S-lltnmf - ~ 6 mtte to Jw 31 15832 (133.79) 196 (1-03) 203 p.97 ) 1.785 Apr 30 1.7 - 4.3* 

CamkwB shown baste. Dtvktends shown net Ffraes In brackets are ta corrasporaftnfl period. * Comparatees restated *AdMte» tor issue. 4A»ta_ mcept)m ri eftgoe.' 
WAfiBrewepamri credit ftti tocressed capita. JOr? raducad capttaL 4A6n stuck. DNet rente income. J-Ccmparaftiee pro forma, ftklsh currency, f Comparatives tor « 
months to xmwrtier 30 1996. 4A1 October 9. teedmtes special. SUS airancy. ^includes tertgi frame dwtond etenert. 


(358.4 ) 163 

(- ) 6.14 

(3112 ) 34.1 

(723 ) 0327 

(352 ) 251V 

(8517) 273 

(122 ) 3.43 

(153 ) 1.39 

(79 A ) 4.86V 

(57.1 ) 24.63 

(■ ) 0.103L 

(1328 ) 1734 

(33.4 ) 32 

(138 ) 738 

(30.40 ) 103 

(543 ) 831 

(352 ) 492 

(145.4 ) 143 

(221 ) 498 

(223 ) 4.03V 

(244 ) 0324 

(20.3 ) a 759 
(781.4 ) 29 

(126.1 ) 303 

(44.6 ) 528 

(3549 ) 1224 


(2364 ) 11524 
(14 ) 0.4434 


(133) 13.l6t 


{ 3374 ) 1134T 

(14.4V ) ait 

(- ) 0.751 

(ia84 ) 6.73 

(39 ) 832* 

(522 ) 9.32 

(103 ) 37 

(927V ) 18.1 

(3.03 ) 15.68* 
(14.7 ) 30.7 

(4.41 ) 122t 

(1344 ) 1239 
(0.325 ) a08t 
(0.352L) 23f 

(3841) 9.4 

(13.3 ) 142* 

(1.3B4 ) 213t 
(226 ) 636 

0.77 ) 19.06 

(- ) 6.4L 

(1164 ) 29.3 

(D.3S11) 89 

(19QL4 ) 228 

(1034 ) 0 

(0301 ) 602 


MMbetaHa 

Earning (Em) 


9938 

(80.54 ) 

0.029L 

(p.0171) 

0.15L 

(D.09L) 

101.7 

054 > 

0.136 

l- ) 

0.96 

(-) 

1512 

(128.7 ) 

1.72 

(027 ) 

5.4 

(P -9 ) 

733 

(135.7 ) 

0.481 L 

(0.0541) 

0.73L 

(0.00.) 

15832 

(133.79) 

136 

(133 ) 

203 

(1.97) 


GiniBfll 

D» rt 


ToU tar 

Tote tat 

payment (pi 

pjymgrt 

Mend 

year ; 

year 

43 

June 12 

3375* 

63 

53- 

034 

May 29 

• 

• 

- 

33 

May 22 

3 

- 

9 

9.75 

Jiiy 7 

9.75 

14 

14 

5 

Usy 26 

33 

73 

5 

B 

July 1 

7.3 

112 

102 

3.7 

May 29 

338 

53 

433 

2 

May 5 

13 

- 

435 

3.45 

May 26 

235 

5.1 

42 

2 

Mta 26 

13 

33 

3 

03 

May 29 

- 

- 

- 

235 

June 1 

235 

23 

23 

25 

July 1 

25 

4 

4 

225 

Jme 2 

1.43* 

3' 

235* 

3.45 

May 29 

13 

5.75 

53 

4.6 

May 29 

4 

6.7 

6 

125 

Jme 1 

1.75 

225 

1.75 

5 

May 15 

435 

8.7525 

7.7 

3.4 

May 15 

3 

52 

43 

1.33 

May 13 

09 

2 

135 

na 

- 

1.72 

1 

272 

nd 

- 

id 

- 

rii 

3.8 

Ju* 1 

33 

53 

53 

0.7 

June 22 

036* 

1.12 

03- 

425 

May 29 

- 

63 

- 

25 

MayS 

24 

4.8 

4.1 

52 

May 18 

435 

7.9 

7.1 

5 

Junei S 

5 

73 

7 

03 

July 10 

- 

03 

- 

6.5 

Apt 6 1999 

8 

14338 

14.1 

235 

Jme 22 

23 

535 

53 

Current 

Date al 

QsrespoodHiQ 

Total tor 

ToW lea 

psymart tpj 

payment 

tfiridend 

year 

year 

0.9 

Apr 30 

- 


- 

23 

Apr 30 

03 

- 

22# 

- 

- 

- 

- 

015 

1.785 

Apr 30 

1.7 

- 

4.3* 


“After 10 years 
as a listed company 
Alt ran Technologies 
has been promoted 
to the Regie meat 
Alensuel market 

im w-BJfiunenT miskl- ? howuill the TRfinsreR work ? 


Since Os introduction on the Second Marche tn 
October 1987.. Vtnm Ttobnobgte bus: 


• ny npwd its market ap&asmoD .-m-ioio 
to 7,466 MF on the 18tho(Mardi 1998, 

• raised average daily voimne of uansiciiacs ro c»er 
10MF in ibe first ipiaiier of 1906. 

. boosted turnowr l6-fi)Jd to 1,91 1 MFin 1997, 

■ reised net «suk befcre amortiattoo of pKKl*111 
approximately 10% eadi year, 

• expanded to 10 European countries. 

• AitrtO Tedmotopcs Ls ibe French tadcr In Too) 
jbareholder Return (TSR) enw 5 years, according to 

a Mot 1997 Boswn Consuhiie Gnuip survey 


> \ March 25th transfer 

p A four-way stock spBl from 2.-M7.710 shares to 
9.790340. 

> Thus a quoted price automatically divided bv 4. 

■ Eacfi .ti&rm Technologies sfiareboider will receive 
3 new stares tor each previously held share. 


teitb more UftddUy and rat ixavuse 
in the mother of transactions. 

A positive transfer for the company, 
favouring Us international devetopmetti 
and raising Us profile. 


ms figure measures 

as it includes Us fopi 


enroll share profitability 


ALTRAN 


Cmfcoi Luricr to WterfwM (Wdte 


Sea 

Containers 

refocuses 


By Chafes Batchelor, 

Transport Core sp ondent 

Profits from Sea Containers’ 
passenger transport and lei- 
sure activities combined 
exceeded those from con- 
tainer leasing for the first 
time during 1997. the com- 
pany said yesterday. 

Container leasing profits 
fell but this was the result of 
a fall in rates rather fh«n a 
drop in utilisation. 

The shift in profits empha- 
I sis reflected the extent of 
Sea Containers’ diversifies' 

I tion away from its container 
business and came six 
I months after the company 
announced the container 
operations were being put 
into a joint venture with GE 
Capital Services. 

Net profits fell to $6 An 
($7 Ad) in the final quarter 
on turnover which rose to 
S31&2m ($289.9xn}. Net earn- 
ings per common share fell 
to $025 ($030). 

Net profits in the year as a 
whole rose to $42m ($30.6m) 
on turnover which rose to 
*L26tm ($871.7m). Net earn- 
ings per common share rose 
to $2.07 ($130). 


where Lord Alexander, the 
rfiairypan, and Derek Wan- 
less, rihter executive, asked 
not to be considered for 
bonuses in light of the 
group’s poor performance. 

Barclays’ results were not 
as poor as NatWest’s. but 
represented a substantial 
decline. 

*T know the profits were 
lower than the year before, 
but they were still good prof- 
its,” a Barclays official said. 


adding that the executive 
directors’ pay packages ware 
“within market norms". 

Bank officials said the 
increase in executives* pay 
had not exceeded total share- 
holder returns in the past 
three years. 

Returns to Barclays share- 
holders in 1995-97 totalled 
188 per cent compared with 
84 per cent far companies in 
the FTSE 100 index as a 
whole. 


tion, some analysts have 
suggested this is no-more 
than a second best option. 

Analysts have also wor- 
ried that politics have not 
been going GEC’s way. The 
French, UK and German 
governments have agreed on 
the need for consolidation in 
the European defence indus- 
try. BAe has been putting 
itself forward as the natural 
hub of defence aerospace. In 
return , it is though the 
French might demand domi- 
nance of electronics. 

The French government 
plans to create a defence 
business built around Thom- 
son-CSF, incorporating tele- 
comms and space from 
Alcatel Alsthom, electronics 
from Dassault, and satellites 
from Aerospatiale. 

Such notions infuriate 
GEC. John Mayo, finance 
director, insists that GEC is 
going to be “the only Euro- 
pean global defence electron- 
ics business". 

In his flavour is the frrf- 
that, although Thomson-CSF 
is bigger than GEC in terms 
of defence electronics sales, 
GEC is far more profitable. 
Furthermore it has substan- 
tial business in the US. In 
contrast, Thoznson-CSF’s 
relations with the US 
defence establishment are 
relatively poor. 

A big acquisition in the US 
could shift the tables 
strongly in GEC’s favour, 
and transform the outlook 
for the Industry as a whole. 


Argos ups GUS 
takeover ante 


By Peggy HoUnger 

Argos yesterday raised the 
stakes in its battle against 
the £L6hn ($2.6hn) cash bid 
from mail order house. Great 
Universal Stores, with plans 
to launrh a fashion and ftir- 
nishings catalogue in a joint 
venture with its predator’s 
rival, Littlewoods. 

Stuart Rose, the new chief 
executive of Argos, yester- 
day set oat his strategy to 
modernise the high street 
catalogue retailer. 

Unveiling a colourful, new- 
look catalogue. Mr Rose 
pledged to increase Argos’s 
gross margins by one per- 
centage point, introduce a 
comprehensive home shop- 
ping service, revamp the 
product range and improve 
the store environment - all 
without increasing costs. 

He also revealed that 
Argos was in talks with the 
r.inthing retailer, Arcadia. 


"AH these things will 
enhance shareholder value 
in the short, medium and 
long term if shareholders 
decide to stay with us," he 
said. 

Mr Rose reported that 
sales in the first 12 weeks to 
March 21 were 1L5 per cent 
ahead. “The core business is 
not the moribund, defunct 
business that GUS says it 
is," he said. 

Mr Rose said the joint ven- 
ture catalogue, to be called 
Argos Extra, would initially 
tvwftarin faghinn from Ltttle- 
woods’ successful Index 
Extra direct-mail business. 
Eventually, it would build 
up products available only to 
Argos customers. 

However, if GUS wins its 
570p a share bid. the joint 
venture would be aban- 
doned. 

GUS accused Argos of 
entering a “shotgun wed- 
ding" with littlewoods. 


A little tender loving care 

from a seasoned retailer has Algos 

left Argos looking healthier, stare price tetewtoite 

The claim that catalogue FTSEA^aareinttex 

retailing was outdated was 130 * 

always overstated. It was iae 

more a case of a decent con- 1*^ . 

cept suffering from a serious 

deficit of retail skills. New « 

roan Stuart Rose's revised K y plfc 

strategy seta about correct- CTaa 

ing this. It is hardly revolu- 80 - y 1 *! — 

tionary - a better range of 70 l i_ 

products, a shift to higher J 

margins, an improved shop- 80 1 

ping experience - but no rev-, so ' 1 ■ ■ ■ . . i*. .. 

olution is required- Coupled ibsc or as 

with a respectable trading SMtaMMO 
statement. Mr Rose has done 

pnm i g h to ensure that hostile bidder GUS will not be 
allowed to buy on the cheap. Indeed, by unveiling 
the joint-venture agreement with Littlewoods, he has 
done more- Selling clothes and home furnishings to 
Argos’s 14m customers is potentially a big new business. 
The feet that it also involves Littlewoods. GUS’s main com- 
petitor, only adds to its value. Argos’s freedom is still 
far from guaranteed, but GUS will need to raise its 570p 
bid if it is to prevail. Investors should hold on to their 
shares. 

Utilities 

Thankfully, the UK government’s green paper on utility 
regulation has proved a damp squib. Populist ideas aired in 
opposition - like sharing excess profits 1 have been 
scrapped. And some of the remaining proposals look mod- 
estly useful Take, for example, the requirement for the 
government to spell out its social and environmental objec- 
tives in relation to the utilities. That might look like danger- 
ous meddling in the independence of the regulators. But it 
could make transparent a process that already takes place 
thro ugh nudges and winks. Moreover, any social measures 
that have significant financial implications for companies or 
consumers will need to be debated and voted on in parlia- 
ment. That is right, as they can in effect amount to a tax. 

If there is one niggle, it is the idea for a mechanism to 
h a n d windfall profits that land in companies’ laps to custom- 
era. The government seems to assume these are always 
profits. But what happens if there are windfall losses? To be 
symmetrica], customers should pick those up too - hardly a 
clever idea. Fortunately, the government’s thinking seems 
so woolly that the .scheme may be quietly shelved. 


Easy Jet buys 40% Swiss stake 


By Hcta8f Stop fatar, 
Aerospace Correspondent 

Easy Jet, the low-cost airline, 
will announce today that it 
has bought a 40 per cent 
stake in TEA Switzerland, a 
Swiss charter carrier with 
four leased Boeing aircraft. 

The purchase, for an 
undisclosed sum. comes as 
Easy Jet faces increased com- 
petition from the planned 
launch of Go. British Air- 
ways' low cost carrier. 
EasyJet is also concerned 
about congestion at its base 
at London's Luton airport 

EasyJet has an option to 
increase its stake in TEA to 
90 per cent, which will be 
permitted if Switzerland con- 

Quarry 

swap 

boosts 

Tarmac 

By Jonathan (krihrfe 

A recovery in construction 
and better building products 
prices helped Tarmac, the 
UK’s largest aggregates 
group, raise 1997 profits to 
the top of City expectations. 

Pre-tax profits grew 59 per 
cent to £I20m, with the 
increase far greater when an 
exceptional charge of £65m 
in 1996 for restructuring was 
included. Tarmac swapped 
its housebuilding aide for 
Wimpey’s quarrying and 
construction in November 
1995, prompting a wholesale 
reorganisation. 

The company said the 
shake-up had unlocked 
annual cost savings of £40tn, 
twice original estimates. It 
announced a final dividend 
of 2.65p, making 5.65p (53p) 
for the year - the first 
increase since 1990. 

Sir Neville Simms, group 
chief executive, said “It was 
important to reward share- 
holders for staying with us." 

“This group is finally get- 
ting it together." said one 
analyst. 

Tarmac raised operating 
profits from construction 83 
per cent to £292m. Marg ins 
on sales grew from 1 to 1.8 
per cent, ahead of industry 
norms and partly the result 
of taking on fewer loss-mak- 
ing projects. 

Operating profits from 
heavy building materials 
jumped 19.4 per cent to 
£l42m after price Increases 
and a margin improvement 
from 10.5 to 11-9 per cent on 
the back of cost-cutting. 
Sales rose just 5 per cent to 
£i.l9hn. 

Sir Neville said Tarmac 
could spend at least another 
£45m on buildings materials 
acquisitions in 1S98, bringing 
the total above £65m. 

Group turnover rose 4 per 
cent to £2.?7bn. Gearing fell 
from 45 to 3? per cent Earn- 
ings per share before excep- 
tional grew 2£p to &3p. The 
shares rose Tip to 119%. 


eludes an “open skies" 
agreement with the Euro- 
pean Union. 

EasyJet wants to relaunch 
ISA as a low-cost, no frills 
operator called EasyJet Swit- 
zerland. But Stelios Haji- 
loannou, EasyJet's chair- 
man, said yesterday tha t “a 
lot of work has to be done to 
turn the company into a low 
cost scheduled carrier". 

Mr Haji-Ioaxmou said he 
would be asking the Interna- 
tional Lease Finance Corpo- 
ration. the Los Angeles- 
based company from which 
TEA leases its aircraft, for a 
reduction in lease rates. 

He said that EasyJet 
would also be asking Geneva 
airport for lower charges in 


return for the establishment 
of new services. Geneva has 
suffered frms the loss of sev- 
eral Swissair services, which 
have been moved to Zorich. 

EasyJet will start using 
one of TEA’S aircraft on its 
Geneva-London route in 
May. If TEA’S costs can be 
reduced sufficiently by Octo- 
ber. Mr Haji-Ioannou said 
the airline, which has 200 
employees, would begin low- 
cost flights from Switzerland 
to other European cities. 

There would include 
flights from Zurich and 
Geneva to London and from 
Switzerland to Nice. Barce- 
lona. Amsterdam and Glas- 
gow. Mr Haji-Ioannou said 
TEA would also challenge 


Swissair on the Zurich-Ge- 
neva route. 

Air Haji-Ioannou, the heir 
to a Greek shipping fortune, 
launched EasyJet at Luton 
in 1995, attracted by the 
UK’s flexible labour force 
and low costs. While deter- 
mined to keep the company’s 
headquarters in the UK, he 
has also been looking for 
additional European hubs. 

An attempt to acquire Air 
Holland and establish a new 
base in Amsterdam failed 
recently when minority 
shareholders exercised their 
right of first refusal and 
bought the company instead. 
He has also expressed an 
interest in establishing a 
hub in Athens. 


Lucas Varity buy signalled 


By Andrew Edgecfiffe^fttiutson 

LucasVarity has 

restructured about £50 Qm 
($835m) of its bank debts in a 
move which may indicate it 
is preparing for a large 
acquisition. The car compo- 
nents group has scope for 
about £S00m of acquisitions 
following the £0O3m sale of 
its VarityPerkins diesel 
engines business to Caterpil- 
lar of the US in December. 

LucasVarity, which 
reports ftill year results next 
Tuesday, would not com- 


LEGAL NOTICE 

TOP INSURANCE 
COMPANY LIMITED 
(tNASCBEMEOPAKRANCBMENT) 
KegbfcrerfOflJc® 

13 * Mborita, Uotoa ECW INT 
PkflM 0171 m M2S Fm *171 WO MM 


NOTICB IS HEREBY GIVEN ihu 
owEots of Ibe above named company are 
required, indcr tbs enm of tbc Scheme of 
AnuguiieaL. to Ele mat of ctetas before 
Ibe claim* anbmicciOD deadline of cho 
30di April 1998. 

All tcoowo ctcdbon have bees provided 
with the req uired dahna forma, ho w e m. if 
you believe you may be a creditor of the 
above named company and have not 
rec ebw ad a claim Iona, pleaae comae* Ibe 
uaiqauy ai die above eddieaa. 

All completed claims forma must be 
received by ibe company, ai die above 
address, no later dan te 30di April 1998. 
Proof of daim forma nee received by dial 
dare ofll ao« ordinarily be codded in reek 
for my tfiarrttanfcm that becomes payable 
mdcrrhcScbaneof A w^pm ent. 


ment yesterday, but it is 
believed to have set up a 
revolving facility to replace 
a number of existing bilat- 
eral arrangements. At pres- 
ent it is ungeared. 

The group is eager to 
strengthen its position in the 
automotive components and 
aerospace markets through 
acquisitions, but recent spec- 
ulation that it could bid for 
the brakes division of ITT in 
the US is wide of the znark. 
The overlap between the US 
industrial group and Lucas- 
Varity would create insuper- 


able anti-trust problems. 

Victor Rice, LucasVarity's 
chief executive, has cau- 
tioned analysts that sales 
growth in the full year 
would be modest, and that 
sales would drop in the 
fourth quarter because of a 
fell in the number of work- 
ing days. LucasVarity. 
which was formed in Sep- 
tember 1996 by the combina- 
tion of Lucas Industries of 
the UK and Varity Corpora- 
tion of the US is expected to 
meet its target of £ 4 Om merg- 
er-related savings in 1997. 


THE FIRST MEXICO INCOME FUND N.V. 
Incorporated in the Netherlands Antilles 

NOTICE OF DIVIDEND 

Shareholders are informed of a dividend of USS0.40 per 
^ share of Common Stock to holders of record as of March 
31, 1998. The ex-dividend date was March 26. 1998. The 
dhrtdend win be paid on April 15. 1998. Payment of the 
dividend on the bearer shares will he made against 
surrender of coupon No. 31 detached from the share 
certificates which for this purpose shall be lodged at: 

MEESWBRSON N.V. 

RokmS5 

1012 KK Amsterdam I 

The Netherlands 

which acts as Paying Agent on behalf of the undersigned, i 
March 26, 1998. 

MEES PIERSON TRUST (CURASAO) N.V. 


BUSINESSES FOR SALE 


Appear in the Financial Times 
©very Tuesday, Friday and Saturday. 

For further Information, or to advertise in this section, 
please contact 

Marion Wedderbum on +44 0171 873 4874 
or Melanie Miles on +44 0171 873 3349 
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Europe ends 


INTERNATIONAL CAP IT AL MARKETS 

volatile session little changed 


eOyEBHMBff.BgNPS 

By Vincent Bofand in London 
aid John Labate la New York 

Markets ended a volatile 
trading session yesterday 
broadly unchanged after 
good early gains in Europe 
were wiped out by a poor 
opening performance from 
US Treasuries, which were 
sluggish ahead of a bond 
auction. 

The day had begun on a 
“positive note for European 
markets after the release of 
long-awaited reports on mon- 
etary union from the Euro- 
pean Monetary Institute and 
the European Commission, 
neither of which contained 
any surprises. However, 
most of the celebration of 
the confirmation that ll 
countries were to join the 
euro from the outset was 
among politicians. 


“This massive historical 

event paunching the eurol 
has been met with a yawn 
on the bond markets." said 
Phyllis Reed, international 
bond strategist at Barclays 
Capital. 

Nevertheless, as if to coin- 
cide with the occasion and 
set some sort of bond market 
benchmark for it, yields on 
10-year German government 
bonds touched new lows. 

The Dutch central bank 
emerged as the day's spoil- 
sport, casting doubt on 
Italy’s credentials for Emu 
membership. It said there 
were still questions over 
Italy's budget proposals and 
whether they would be rati- 
fied by parliament 

The Dutch report may give 
an insight into what the 
Bundesbank might say when 
it brings forward its own 
summary of Emu. due 
tomorrow. Ms Reed noted. 


“The Dutch criticised Italy 
and Belgium quite strongly, 
and that could bo a pretty 
good steer for the Bundes- 
bank report." she said, 
adding that a critical Ger- 
man report would upset the 
markets, whose mood 
remains optimistic. 

ITALIAN BTPs did not 
react much to the EMI and 
EC reports yesterday, but 
they were volatile enough. 
The June future sullied just 
0.14 higher in moderate trad- 
ing at 119.09. but had been as 
high as 120.10. Analysts said 
the break above 120 may 
have triggered profit- taking. 

The spread over 10-year 
bunds, meanwhile, was 24 
basis points, down 8 points. 

GERMAN BUNDS ended 
flat. The June contract set- 
tled unchanged at 107.77 
after rising to an all-time 
high and then sinking on the 
back of the US market. How- 


KfW launches glob 
offering of DM4bn 


INTERNAnONW-BONDS 

By Samer Isfcandar 

KfW, Germany's state 
development agency, yester- 
day capitalised on its 
improved creditworthiness 
to launch its first global 
bond. At DM4bn, the issue 
was also the borrower’s larg- 
est deal to date. 

From April 1, KfWs debt 
will benefit from an uncondi- 
tional government guaran- 
tee. In recent weeks, existing 
KfW bonds in the D-Mark 
and dollar sectors have seen 
their yield spreads tighten 
by a couple of basis points in 
anticipation of the change. 

Merrill Lynch, joint lead 
manager with Deutsche 
Bank, said a positive 
response to roadshows in 
east Asia and the US allowed 


WORLD BOND PRICES 


it to price the deal at the 
tight end of the spread range 
of 13-15 basis points over the 
German yield curve. The 
spread tightened by one 
basis point after the launch. 

The bonds have an 
unusual maturity of 10.75 
years, which will match that 
of the first euro-denominated 
10-year bund due to be 
launched immediately after 
the advent of the single cur- 
rency next January. 

ALLIANZ, the German 
insurer. launched the largest 
single-tranche corporate 
bond in French francs - 
FFr4bn of 10-year paper. The 
deal will also become the 
largest euro-denominated 
corporate bond next Janu- 
ary, when it is redenomi- 
nated in euros and merged 
with DM2bn of identical 
bonds. 


Borrowers saw a window 
of opportunity in two-year 
sterling, where yields are 
attractive due to the inver- 
sion of the vield curve. 

BRITISH PETROLEUM 
raised £150in. with J.P. Mor- 
gan and Lehman Brothers as 
lead managers. Lehman then 
replicated the structure to 
fulfil the needs of BG. one of 
the two companies resulting 
from the recent demerger of 
British Gas. 

The two identical bonds 
were reoffered at slightly dif- 
ferent prices, however, to 
reflect the borrowers' credit 
ratings. BP. with double- A 
ratings from Moody's and 
Standard & Poor's, was sold 
at a spread of 45 basis points 
over gilts maturing in 
December 2000. BG, with rat- 
ings or A2 and A+, was reor- 
fered at 53 basis points. 


ever, activity in the futures 
market was much higher 
than in recent sessions, with 
some 460,000 contracts 
traded in Frankfurt by early 
evening. 

The early surge, which 
had seen the future jump 
through 108 to touch 108.16. 
had taken the yield on 10- 
year bunds to 4.8 per cent, 
which analysts said was its 
lowest level since at least 
the late 1960s. before closing 
at 4.86 per cent, after more 
evidence of the generally 
positive outlook for 
German inflation and inter- 
est rates. 

UK GILTS also ended 
unchanged, with the June 
future settling at lOS’i in 
Liffe trading, having been as 
high as lOSjJ, Volume was 
also up on recent trading 
sessions, though still rela- 
tively modest at 90.000 con- 
tracts. 


The mood was positive, 
however, underlined by 
heavy oversubscription for 
an auction of £2bn of 10-year 
gilts, which traders said 
attracted £6bn of demand. 

FRENCH BONDS gave up 
some of the outperfbrmance 
they showed on Tuesday. 
The notional June future set- 
tled in Paris at 104.10. down 
0.12, in another quiet ses- 
sion. Analysts said the mar- 
ket did not react to the EMI 
and EC reports because all 
the positive Emu news has 
been priced into OATs for 
some time. 

US TREASURIES pulled 
back in morning trading 
ahead of an auction of five- 
year notes. By early after- 
noon the benchmark 30-year 
bond had slipped S to 102g, 
sending the yield up to 5S22 
per cent 

Prices were lower among 
shorter-term issues as welL 


TUs two-year note was down 
£ to 99%, yielding &567 per 
cent, while the 10-year note 
bad lost ft to 99 &. yielding 
5.628 per cent 

An unexpected rise in 
existing home sales for Feb- 
ruary, which jumped &7 per 
cent to 4.75m aided by low 
interest rates and continued 
good weather, helped add 
pressure to mailing trading. 

Durable goods sales in 
February were weaker than 
expected, falling L7 per cent 
for the month. Normally this 
would be a bullish sign far 
the market but there were 
some signs of strength in the 
numbers that appeared to be 
the locus of Investor atten- 
tion. 

“Capital goods spending 
remained strong despite a 
weak overall headline fig- 
ure,” said Gerald Cohen, 
senior economist at Mrarfll 
Lynch. 
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Exchangeable mo Singapore Telecom at SS33&. FX. 1 jBi 1 SS/USS. Rede m ption: 122.50%. CaUMe Otter 2 yre subject to 
13001) hurdle at acreted value. Greenshoe: Sl5Cm. bj S20Cm launched 313/98 incre a s e d to S300nt cl Issuer is British Land/ 
GUS i&m venture, d) Callable from Apr 08. dl) 3-mth Libor +70bp to Apr C8. then +220fcp. at Fungible with £200m. Plus 100 
days accrued 11 Conversion price: HKS4.02. FX: 7.7465HCS/USS. Redemption: 12056496 Cafiabte after 3 yre artject to 
I459v hurdle at accreted value. Greensftoe: S35m. i) Over Interpolaied yield. I) Long 1st coupon, sj Short let coupon. . 




WS DIGEST; ; 

CTC DmiVATIVB TBADIfffi ; „ 

CB0T sees greenhouse 
gas emission contracts : ; 

nmi—ann-related derivatives appears re iTTT, .. vr ■' 

tegsuton. w-W-. ■••-P*; vi 

Kcharci Sandor, chairman of the exchange r 

rsrrmmiritv) said yesterday that around seven Of aflMOTCcav ..... 

WTO had teen haded recently. * ' ■ 

t^ct of Costa Rican rainforest and an opaons lranjaclicft _ _ 

■ntm^aten basis, was haayly no s hed by tteU S-wten ^ -m 
w.. ^ne accord >eas drawn up <n Kyo to. Jap an. «tmoc» T 
concern hssbeen voiced thatthls would regutarBe and pmtefc,- 

added .esterda, that itwaa sea snxfyng new TO- : . 

J^emtssioit^m^twTO 

wHinaness to run an auction "and ultimately a future s IWWR^ » 
enabling legislation was passed. Rules 

expected to be addressed at thus year's international <*m*« coo-. 
ference m Buenos Aires, in November. __ 

The comments came as the CWcagoexch^o^^^^ , -. -- , 

announced the result of the sixth anm^ar™a 
emission auction, which it runs on behatf *J*^*™£"™"** 
Protection Agency. Cantor Fitzgerald. 
business, secured the bulk of both 

seven-year advance allowances, successfully bidding far rajpse ^ 
cent of the former and 99.9 per cent (or all but fM of 
Rices offered by Cantor, a newcomer to aBowance web oos, 
helped drive prices generally. The clearing, or cirt-oB. p 
spot aflowances, for example, was 9 per cent hig hert han bat 

year at $115.01, and was said to be significantly above recant 

OTC prices. Spot allowances can be used in the year Jhey are 
soWto help meet sulfur-cfiaxkle emission compttanee require- 
merits. NBdd Taft, Chicago . - 

CREDIT RATINGS 


Moody’s downgrades Malta 

Moody’s has downgraded Malta’s credit rating from A2 WA3. 

The Wand's sovereign investment grade status is unchanged Thb”— 
decision follows concern over Malta’s LMIOOm budget defied, _ 

The government of Alfred Sant, pnme minister, has announced • 
tough economic measures, including steep water and energy rate- / 
incresses and cuts in government spending to restore order to . 
state finances. The deficit on current account is expected to take ' : 
two years to trim from the current 11 per cent to 5 per cent 
Moody’s decided to review Malta’s credit ratmg after a decision 
by the Malta Freeport Corporation to convert a short-term $200m‘ ; : 
international loan to long term. John Attend Montalto, rrarastor tor 
finance and commerce, said the review would have a minimal 
effect on the pricing of borrowings. "Moody’s, which carried out - _ 
Intensive meetings fn Malta last month, has recognised the gov- _ . 
emment's commitment effectively to address the fiscal deficit” he 
said Godfhay Grima, Valletta . .. . . .t* 
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10 YEAR BENCHMARK SPREADS 

Spread Spread 
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EMERGING MARKET BONDS 
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BOND FUTURES AND OPTIONS 

France 

■ M0T10WU FRENCH BOND FUTURES (MATFl FFr500.000 


INTERNATIONAL BONDS 



Open 

Sen price 

Change 

Wgti 

LW 

ESL 1 

Jun 

10422 

104 10 

-012 

10486 

104 09 
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103.78 
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Price 
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0.06 
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Germany 

■ WmOMAl. BBH8WI BUM FUTUBES (LFfg- DM250.000 lQQCts 01 100% 

Open Sett price Change Wgh Low EsL vol Open nL 
Jin 107.75 107.77 - 10816 10789 166355 201910 

Sap - 107.41 - - 0 492 

■ BOD FUTURES OPIUMS (LBFPEJ DNE50.000 pomts 0 C 100% 
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May 
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Jtd 
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0.45 
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Est Ml kto. Cab 20112 PVB 2*107. Pimm <Safa open «, cab 14Z9K nb 137238 

■ HPnOHflL m«WI Bam (BOBU FWBHES (DIB) DW250.000 IQOtte at 100 * 

Open Set! price Cringe Hgri Low EsL Kd Open hL 
Jin 105.26 105.74 -0.15 105.41 10814 125^33 194855 

Sep - 104.99 -0.15 25 550 


■ imnnuu. mam bowl hitiihes (uffq- dm25qjoo looms of ioo% 

Open S«1 price Change High Low EsL vol Open tat 

JUH - 10555 -0.04 - - 0 684 

Sep - 105.10 +0.01 - - 0 0 

Italy 

■ HonawL irotiMi sow, bobo pm Hmwss (ifFe t Lea 200 m ioohh at 100 % 

Open Seapnce Change high Uw Esi vol Open ML 

Jun 119.73 11969 +0.14 120.10 71952 65605 135345 

Sep 12025 12006 +019 12037 12025 BOO 7057 

■ IT/HIMI 6CTT. BOND pTP) FUTURES OPTHMS CLBTB UraJOOn lOOtfrs (d 100% 
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■ WIT10IIAL SPflgSH BOW HHIffiS &BFi 

Open Sea price Change Hgh Lon EsL wt open W. 
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Sep - 108.G9 ----- 

UK 
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US 
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■ HOIKHUO LOHB TBM JWWUBE BOVT. BQMP RITUBB (LJFFE) YlOOm 1008a rflOO* 

Open Qw Change Kgh Ldw EsL vd Open InL 
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Sep 130JB 0 afc 

■ LIFE Un too tatod m JW. « apes mam Ip in tor pans os* 


■ ECU BUMP FUIUHES itoOF] 5U1DO.DOO 

Open S 0 S 31 E Cange Mgh 
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US CORPORATE BONOS 
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UK BONDS 


Treasury Bibs and Bond Yields 

OneaMMh - Two year 585 
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55j Shmcrth 5.18 10+w 560 

- One yav 587 . 30-)C« 551 


FTSE Actuaries GovL Securities 


Price Indus 
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2 5-15 yuan (20) 
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CURRENCIES & MONEY 


Yen advances on intervention talk 


marketsrh*ort 

By Simon Kuper 


The yen jumped against the 
dollar yesterday, helped by 
talk that the Bank of Japan 
might intervene to support 
Its currency when the latest 
Japanese fiscal st im ulus 
package appears today. 

One US political consul- 
tant pointed out that the 
bank bad intervened a g ain st 
the dollar on December 17. 
after Japan had unveiled a 
larger than expected stimu- 
lus package. The bank had 
also sold dollars last Friday, 
and is thought to regard 
Y130 as its upper tolerance 
level for the US currency. 
Today’s package is expected 
to be worth about YlO,OOObn. 

The talk drove the yen 
Yl.5 higher to close in Lon- 
don at Y128.9 against the 
dollar. 

But the long-awaited 
reports on convergence by 
the European Commission 
and the European Monetary 


Institute were received by 
currency traders with loud 
yawns. The Commission's 
report backed a start to 
European monetary union 
with 11 members, while the 
EMI raised a quibble about 
Italy's high foreign debt 
without sugges tin g that the 
country should be barred 
from Emu. 

The main impact of the 
reports was on two curren- 
cies that wUl not be joining 
Emu next year. The Swiss 
franc faded slightly: the cur- 
rency is a safe haven horn 
any Emu turmoil, and the 
go-ahead given by the 
reports therefore made it 
less attractive. The reports 
also raised debate over 
whether the pound would 
need to join the European 
exchange-rate mechanism 
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for two years before entering 
Emu. 

But sterling moved 
entirely in with the 

dollar yesterday, dropping 
0.4 pfennigs against the 
D-Mark to DM3.062. 

The National Bank of 
Poland intervened for the 
second day running to 
weaken the zloty, which is 
rising on the back of interest 
rates of more than 20 per 
cent. 

■ WID sterling have to join 
the ERM before joining 
Emu? The tra uma of Black 
Wednesday in 1992, when the 
pound was expelled from the 
mechanism, is st£Q too great 
for any UK government to 
risk re-entry. 

Some Eurologists believe 
that if the UK wants to join 
Emu it would have to. They 
cited the Commission's 
report, which stated that 
Sweden could not enter Emu 
early because the krona was 
outside the ERM. 

However, the Commission 
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also said that Italy could join 
Emu, even though it had 
only been in the ERM for 15 
months, because it fulfilled 
the criterion laid down in 
the Maastricht treaty of hav- 
ing kept its currency stable 
far two years prior to entry. 
Finland too is expected to 
enter despite having joined 
the ERM Just a month before 
Italy. 

Paul Meggy esi, senior cur- 


rency economist at Deutsche 
Morgan Grenfell in London, 
said he could not imagine 
the pound ever being barred 
from Emu simply on the 
grounds that it had stayed 
out of the ERM. The Emu 
process bad been so full of 
fudges that the other coun- 
tries would surely be willing 
to waive the ERM issue in 
order to admit a country as 
significant as the UK. All 
Britain would have to do 
would be to keep its cur- 
rency quiet 

Tony Blair, UK prime min- 
ister. reiterated yesterday 
that it would do no more 
• than that. Addressing the 
House of Commons in 
English, he said: “We have 
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no plans to rejoin the ERM. 
What is important is 
exchange rate stability.” 

Mr Blair also emphasised 
the government’s Inability to 
bring down sterling. “The 
only way we can lower the 
pound is through revenue- 
raising measures which 
would be totally unaccept- 
able,” he said. 

Avinash Persaud, global 
head of currency research at 
J-P. Morgan in London, said 
yesterday that the pound 
could rally as high as 
DM&1&-DM&20. He cited the 
reduced chance of sterling 
having to enter the ERM two 
years before joining Emu in 
about 2001. When the pound 
joins the ERM or Emu, it is 
expected to do so at a rate of 
about DM2.60. The longer 
any ERM entry and thus a 
slide to that level is put off, 
the better the pound's 
short-term prospects. 

Sterling is less than 3 pfen- 
nigs below the flve-and-a- 
half year peak it bit against 
the D-Mark in July. 
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West Rand Consolidated 
Mines Limited 

(Registration Number D1/0197B/0B) 

(incorporated in the Rapubfc ot South Africa) 

Notice of Annual General Meeting 

Notice is hereby given that the 93rd Annual General Meeting of 
members of West Rand ConsoCdafed Mines Limited will be held 
in the Boardroom, 5th Floor, First National Bank House. Comer 
Fred man Drive and West Street. Sandown. Johannesburg, at 
9.45am on 16 Aprfl 1998, for the following purposes: 

1. To receivB and consider the annual financial statements for the 
year ended 31 December 1997; 

2. To elect directors 'm accordance with the company's Articles of 
A ssociation; 

3. To place the unissued shares under the control of the directore 
In terms of the provisions of the Companies Act, 1973 as 
amended; 

4. To fix the remuneration of the directors in accordance with the 
company's Articles of Association; 

5. To reappoint the aufitors in accordance with the company's 
Articles of Association; 

6. SpectaJ Business 

The following ordinary resolution wBl be proposed for members 
to consider and, if deemed fit, to pass with or without 
modiffcation: 

a. Ordinary Resolution to approve the atiotment and issue 
of shares to directors 

Resolved as an ordinary resolution that directors referred to 
below having been granted options during the year in terms 
of West Rand Consotidaled Mines Limited Share Option 
Scheme, the company hereby approves, in terms of Section 
222(1 Kef) of the Companies Act. 1973, the aBotment and 
issue to any director referred to below of any of the number 
of shares set out against his name in so far as he exercises 
his options in respect of those shares: 

Name of Director Number of Shares 

N V Armstrong 100,000 

A member entitled to attend and vote at the meeting may appoint 
a proxy or proxies to attend, speak and vote in his stead. A proxy 
need not be a member of the company. Forms of proxy must 
reach fro Johannesburg or the London transfer office of the 

232? any a L l !?!£2 8 , b01 !? f SaJurd0 y s ' Sundays and Public 
Holidays excluded) before the time of the meeting. 

Afnlderaf a share warrant to bearer who desires to attend or be 

represented at the Armud General Meeting must comply with the 
^conditions governing share warrants* currently in force. 

Thereupon a pnnqr or an attendance fbnn under which such share 

warrant holder may be represented at the meeting wfl be issued. 
By order of ihe Board 

Sandown 

SscratH ' y 9 March 1998 

Registered Office 

Fifth Floor, First National Bank House 
Cnr Fredman Drive and West Street 
Sandown, Johannesburg, South Africa 

Note. The 


Lfrntetl 19 Charterhouse Street London EClN GO 3 . 


Jp ABN-AHBO Bank 


IONIAN® FINANCE 


ANNOIJMnRMTCTrT 

In tii tsied parties are informed that die submission of binding 
offers for the acquisition ctf shares in ELEHfl lS BAUXITE 
MINES - MINING, INDUSTRIAL AND SHIPPING S.A.. as 
published on 23.12 1997. is hereby postponed. 

Further information on the submission of offers wilt be 
published in the press. 
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Oil prices rise 
on news of 
Opec meeting 


MARKETSREPORT 

By Paul Sotaan 
am} Kenneth Goofing 


World oil prices rose 
yesterday after the Organisa- 
tion of Petroleum Exporting 
Countries confirmed it 
would meet next week to 
approve cuts in production. 

The emergency confer- 
ence, to be held in Vienna on 
March 30, is expected to rat- 
ify the agreement reached in 
Riyadh at the weekend. The 
deal is intended to support 
prices by cutting global out- 
put by l.7m barrels a day. 

Obaid bin Saif al-Nasseri, 
United Arab Emirates oil 
minister, said talks were 
under way to invite some 
□on-Opec nations. The 
Riyadh agreement, led by 
Saudi Arabia, Venezuela and 
Mexico, includes the 11 Opec 
members as well as non- 
member nations. 

In late trading on Lon- 
don's International Petro- 
leum Exchange, the May 
contract was trading at 
$14.92 a barrel yesterday, 
against Tuesday's close of 
$1453. It jumped about $2 on 
Monday after the Riyadh 
agreement was announced, 
but fell back on Tuesday. 

Russia said yesterday it 
would not join international 
efforts to cut production. In 
a newspaper interview. Ser- 
gei Kiriyenko. acting prime 
minister, said Russia “defi- 
nitely cannot allow a fall in 
oil production". The Riyadh 
agreement had assumed Rus- 
sia would cut output by 

100,000 barrels a day. 

Norway, the second larg- 
est oil exporter after Saudi 
Arabia, has also not decided 
whether to join the pact 
The rise in platinum to an 
18-year peak ended yester- 
day, and the metal closed in 
London $10.75 a troy ounce 
lower than Tuesday’s close 
at $27750. 


COMMODITIES PRICES 


BASE METALS 
LONDON METAL EXCHANGE 

{Mzs Brora AmalpamaMd Hud Trading) 

, S9L7 nUDIY (S per (Done) 


In Russia. Alexander 
Livshits, deputy' chid" of the 
presidential staff on eco- 
nomic issues, suggested a 
decree pennidrtg exports of 

platinum and palla dium to 
begin a gain was imminen t 

Russia, which accounts for 
more than 60 per cent of the 
world’s palladium require- 
ments. has not exported any 
so far this year. 

Brat Hand oil price 

2 -(north forward <S per baneQ 
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Golden icing found on Cuban metals cake 


Bonus discovered on the Hierro Mantua 
copper deposit, writes Pascal Fletcher 



0 u 


Dealers said palladium's 
price began to fall before Mr 
Livshits made his comments. 
One said: “There is a definite 
lack of buying and I suspect 
there probably has been 
some producer selling.” 

A warning that lead prices 
were likely to rise sharply 
was given by Martin Squires, 
analyst at Rudolf Wolff, the 
Noranda subsidiary, in a spe- 
cial report. 

He said London Metal 
Exchange stocks have fallen 
by 8 per cent, or 10,000 
tonnes, this year to their 
lowest for 20 months. Com- 
mercial stocks represent just 
4.3 weeks of consumption. 

“Stocks were last at these 
levels In April, 1990, when 
the lead price was above 
$800 a tonne," he said, 
adding that the price could 
easily move above $600. 
Three-month lead closed last 
night at $562. 


W hen Cuban and Cana- 
dian miners compared 
notes on Hierro Man- 
tua. a hill of red-brown earth 
in a remote comer of north- 
western Cuba, they already 
knew they were looking at 
the top of a copper deposit. It 
had been identified by previ- 
ous geological exploration. 

The miners also knew that 
to extract the copper deposit, 
they would have to demolish 
the hill that capped it. 

"Then someone asked: 'Is 
there any gold in the cap?"' 
recalls David Cohen, senior 
vice-president for develop- 
ment engineering at North- 
ern Orion Explorations, a 
Vancouver-based Canadian 
minin g 1 company. 

Tests revealed the cap was 
gold-rich, averaging grades 
of 2 grammes a tonne, and 
indicating a recoverable 
quantity in excess of 60.000 
ounces. 

Northern Orion, in a 50-50 
venture with Cuban state 
mining company Geo Miners, 
has started up a gold raining 
operation at Hierro Mantua, 
in Cuba's Pinar del Rio prov- 
ince 240km north-west of 
Havana. 

“This is just a pre- 
stripping operation but it's 
nice to have a recoverable 
value," said Brian Labadie. 


Northern Orion's senior 
vice-president for operations. 

The gold operation, expec- 
ted to last up to two years, 
will precede a 10 to li-year 
project to recover between 
16.500 and 20.000 tonnes a 
year of cathode copper from 
the deposit, which holds an 
estimated ore reserve oT 
about Bm tonnes grading at 
18 per cent copper. 

Named Cob re Mantua, the 
Cuban-Canadian venture at 
Hierro Mantua is the first 
mining project involving a 
foreign investor to be 
brought into production 
from scratch in communist- 
run Cuba. Other operating 
mining investment projects 
on the Caribbean island, for 
example in nickel, have 
involved already existing 
mines or plants. 

Last month. Walter Beru- 
koff. Northern. Orion chief 
executive, accompanied 
Cuban government officials 
and a group of European and 
North American bankers 
and investors to an inaugu- 
ration ceremony at the 
Hierro Mantua min e. 

The visitors praised the 
speed with which Cuban 
workers had erected copper 
production facilities and a 
small gold processing plant 
on the site in nine months. 
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“We built this thing with 
just one expat on site.” Mr 
Labadie s a id, adding that a 
skilled local workforce and 
good road communications 
were among the advantages 
that Cuba offered foreign 
miners. 

Among the Cuban officials 
present to see gold bars 
being poured was vice-presi- 
dent Carlos Lage. He wel- 
comed the new mine because 
it offered jobs to Cuban min- 
ers laid off at a nearby cop- 
per mine at Minas de Mata- 
ham hre that had ceased to 
be economically viable. 

As a result of prevailing 
low gold prices, the initial 
capital investment in the 


Hierro JWsntna project was 
trimmed to around StOm. 
winhTg - equipment, some of 
it already used, was brought 
in fr om pnaria. 

N orthern Orion, a subsid- 
iary of Miramar Mining 
Corporation, also has 
trvtw Agt'g jn miner al proper- 
ties in Argentina, in c lu d i n g 
the large copper-gold Agoa 
Rica and San Jorge d ep osits. 

Mr Lage said risk explora- 
tion contracts covering 

40.000 sq km of Cuban terri- 
tory h«d been signed with 
foreign mining firms and 

10, 000 sq km remained to be 
awarded in concessions. 
Interest in Cuba from 


omadjan mining companies 
appeals to have survived the 
the Bre-X scandal and the 

drop in gold prices. 

Just aflkm east of Hierro 
Mantua, another Cana di an 
company. Toronto-based Hol- 
mer Gold Mines, is pushing 
ahead with a project to 
develop a 3994 silver discov- 
ery known as Loom Hierro, 
aim is partnership with 
Cuba’s GecMinera. 

-Hosting a visit to Loma 

Hierro by Mr Lage and other 
Cuban test month, 

Holmer president Sethu 
Raman said the proposed sil- 
ver mine would be the first 
of its ki»d in Cuba. Drill 
indicated reserves were 
2£5m tonnes, grading an 
a ve rag e of SJyi azfton (15.5m 
ounces ofsflver). 

Mr Raman said Holmer 
hoped to complete a final 
feasibility study, secure fin- 
ancing have a T Pfnrog 
ag reeme n t in place for the 
Loma Hierro deposit by the 
pnri of this year. 

“In my opinion, the west- 
on part erf Cuba is probably 
the best mining camp on the 
island, " Mr Raman said. 

Holmer has expanded its 
position in Cuba by talcing 
wp four ffwwnwrinns totalling 
more than 1,000 sq km in 
Pinar del Rk> Province. It is 
also exploring a copper, zinc, 
silver and gold deposit Ln 
central Cuba. 


Falconbridge pulls out of Zambian project 


By Kenneth Gooding, 
Mining Correspondent 


Zambia's hopes of reviving 
its copper industry, the 
country's biggest employer 
and which accounts for 
about 90 per cent of its for- 
eign currency earnings, suf- 
fered another blow yesterday 
when Falconbridge of Can- 
ada pulled out of the Kon- 
kola project 

Falconbridge is the third 
mining group to quit the 
$800m venture. Gencor of 
South Africa gave up last 
May, citing a lower rate of 


return than it had previ- 
ously expected, following 
Australia's WMC which left 
in July. 1996. saying the proj- 
ect did not meet its invest- 
ment criteria. 

Falconbridge said it was 
leaving because of "a review 
of priorities and commit- 
ments with regard to other 
projects and in the light of 
lower copper price fore- 
casts". London Metal 
Exchange copper prices have 
fallen by 30 per cent in the 
past nine months. 

However, the remaining 
member of the consortium. 


Zambia Copper Investments, 
a subsidiary of Anglo Ameri- 
can Corporation of South 
Africa, insisted it would fin- 
alise a Konkola feasibility 
study, probably in the sec- 
ond quarter, and if the 
scheme was viable, it would 
seek other partners. 

Zambia's copper produc- 
tion has fallen from a peak 
of 720.000 tonnes in 1969 to a 
little over 300.000 tonnes a 
year. 

The government hopes 
Konkola will help to reverse 
that trend. Indications are 
that it could produce about 


180,000 tonnes of copper a 
year for 30 years. 

Apart from the Konkola 
consortium's difficulties, 
suggestions have surfaced in 
Zambia that government 
negotiations with the Kafoe 
consortium for the sale of 
state-owned Zambia Consoli- 
dated Copper Mines’ two big- 
gest divisions, Nkana and 
Nchanga. are not going 
smoothly. 

Konkola and Kafue are 
crucial to the recovery of 
Zambia’s copper industry, 
which has suffered from 
years of under-investment 


and wiswiawygwn unt It iS 
hoped Kafue's partners will 
doable the present output erf 
172.000 tonnes of copper 
from Nkana and Nchanga. 

Two of the partners, 
Av min of South Africa and 
Canada’s Noranda, insisted 
yesterday talks were con- 
tinuing but a price had still 
to be agreed. 

“Copper prices are cer- 
tainly a factor weighing 
quite heavily in our assess- 
ment of the investment pros- 
pect in Zambia,” said Derek 
PanneU, a Noranda senior 
vice-president. 


S Africa 
sells oil 
to cut 
borrowing 


ia Jobsmsstarg . . •/- 

South Africa has sold matfr 
of its remaining -Strateg ic Qat 
reserves to unnamed, buyers 
and is using the proceeds to 
reduce its governin gpt to r- 
rewing requirement, officials 
confirmed this week. - , 

Brian Casey of the stafe- 
owned Strategic Fud -fund 
(SFF) grid 25m barrels of oQ ' 
- almost the entire coastal 
stockpile - had been soW 
<nnre» January. Only lOm bar- ; 
rds of SFF stocks remain, 
mostly stored in disused 
drafts inland at Ogles, 
east of Johannesburg. 

South Africa built Up the 
stockpile to 180m barrels' in 
the days of apartheid and 
economic sanctions, bat Ora 
reserves have been progres- 
sively sold since the release 
of Nelson Mandela - now 
president — in 1990.. South 
Africa consumes about 

450,000 b/d, but . a thlni oC 
that is produced locally from 
coal by SasoL the synthetic 
fuel maker. 

The opposition United 
Democratic Movement first - 
publicised the sales after 
sifting through the details of 
this month's budget. The 
UDM has asked why the gov- 
ernment has breached a cab- / 
met decision to keep a mfrri - 
m nm reserve of 39m barrels 
and has questioned the use; 
of oil sales to plug therbud- , 
get deficit. 

The government is sensi- 
tive to criticism of its energy 
policies because of allega- 
tions of corrupti on in volving 
officials of the SFF and its 
parent, the Central Energy 
Fund. 

Mr Casey said the purchas- 
ers in the latest round of 
sales were keeping the. oil 
for the time being in the 
SFFs storage tanks at Sal- 
danha Bay on the west ■ 
coast South Africa had an 
option to buy the oil back at 
market prices and is receiv- 
ing rent for the use of the 

tanks. 
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UFFE (100 toaaw E p ar tonne) 

7250 -0.75 7250 7250 40 22 

7150 -4X75 12 

7350 -075 - 500 

7550 -075 TO 

7750 -0.75 - 


■ SOT A8EAMS Off (SXOOfaB nto; CWltagB 

Bay 651.00 -050 65550 65050 19338 67329 

Jut 65350 -050 65800 653.00 5.446 44,293 

tag 653.75 -1.00 65630 65350 643 9,140 

Sep 63930 -2.00 64530 63900 42 1,635 

Rov 634.75 -050 63050 63425 2X87 30378 

J» 64050 -050 643.00 B40.00 88 956 

Told 28370154396 

■ SOT ABEAM 0R.CBT (60300HE certs®) 


■ COCOA (KCO) (SWsfonne) 


Bar 24 Pika Prev. top 

My 129553 131138 

■ COFFEE UFFE {5 tones; Stand 


UB MI H06S pg (4Q.ooona ccctstta) 

51500-0750 51325 51.150 3516 
57375-0300 57300 57325 1578 
56375-062 57250 56.150 783 
54200-0.675 54300 54.100 248 
52200-0.125 52225 52 000 283 
50575+0025 52350 52550 89 

6346 

■ WBK BBUUE5 CUE (40 3008m; cenB/te) 


Mar 

1725 

-5 

1739 

1730 2B 168 

•toy 

1722 

-a 

1743 

1722 1X45 17X37 

Jri 

1685 

-15 

1706 

168a 429 10.710 

Sep 

1657 

-17 

1685 

16B9 154 3JJ21 

Da* 

1629 

-19 

1645 

1644 163 1282 

Jan 

fatal 

IBM 

-22 

“ 

- - 109 

3X5B 32X23 

B ODffH V CSCE (37XOOBS; cert&Bw} 


Mw 

47225-1225 46.700 46.400 

25 

11 

•toy 

45X75-1.825 46X00 45X00 1 267 

1*48 

Jri 

41975-1X00 45X50 43X50 

423 

2284 

tag 

41200-1400 44400 42200 

176 

969 

Sep 

45X00-0X50 - 45X00 

1 

16 

fatal 


1X62 

9264 



■to 

143X5 

-265 150X0 14275 3X22 15X27 

Jri 

13825 

-2X5 14X73 137X5 

982 

6.107 

sep 

133X0 

-260 137X0 13250 

216 

4.753 

Dec 

12725 

-255 131.40 127X0 

382 

1659 

Mar 

124X0 

-2X5 128.00 124X0 

99 

1,188 

May 

122X0 

-2X5 125X0 12150 

2 

535 

Trial 



1335 31X35 

a CUFFS pCO) (US ccrtH/poundl 




LONDON TRADED OPTIONS 

Shire prica S tame — Cala— — p 

■ ALUHKB0M 

(99.7%) UHE 
1425 — 


CROSSWORD 

No.9”Mi Set by BATS 


1450 „ 
1475 ._ 


■ copra 
(Grade A) LME 
1650 ______ 


Sen 

pica 


My* 


tnw m 


QPM 

u 




tor 

136.75 

+1X0 138X0 133X0 

9.154 30X38 


Opm 

Bay 

139X0 

+135 140X0 135X0 

4X90 19,713 

Vri 

hrt 

JM 

141* +1.751422513735 

2X03 17.476 

499 

1X28 

Jri 

14175 

+1X5 144X0 140X0 

355 9630 

m 

1698 

tag 

14635 

+1X0 147X0 144.00 

93 1766 

1669 21386 

sap 

14175 

+0.75 149X0 14175 

649 1957 

62 


fatri 



306241436® 


■toy 

Z766 

+020 

27.77 

27X3 10628 68X51 

Jri 

27X0 

+0.15 

2765 

27.74 

5610 50,771 

Am 

2766 

+0.11 

27.77 

2740 

1X95 

8.409 

top 

2766 

+006 

27.45 

27X5 

231 

5,450 

Oct 

26.83 

+003 

2660 

26.75 

682 

4531 

Dec 

2666 

- 

28.78 

26X0 

1622 13,708 

Trial 





1*871 152, MB 

B SOTUEAtt KAL CUT (100 tone S/taB) 


May 

1674 

-16 

1706 

167X 

9674 

54.759 

Jri 

1702 

-16 

172X 

1605 

1076 35X27 

Am 

171.7 

-16 

174X 

1716 

627 13X88 

Sep 

1711 

-IX 

1746 

172.7 

331 

10636 

Oct 

1715 

-1.1 

1712 

1715 

169 

4,141 

Dec 

176.7 

■ -08 

178.1 

1705 

909 

13X79 

Total 





itmtxixn 

B POTATOES LFFE (31 tames. E pw torm$ 


Apr 

BOX 

-76 

65.0 

BOX 

43 

511 

•toy 

67X 

-7X 

6£L0 

67X 

11 

381 

Jon 

74X 

-7X 


_ 

_ 

_ 

Nov 

600 

+1X 

- 

- 

_ 

3 

■ar 

89.0 

+1.0 

- 

- 

_ 

_ 

Trial 





83 

1,19 

B F&BGffT (BffSQ UHEfflOAndex mkd) 


Bar 

980 

-5 

geo 

980 

7 

331 

Apr 

990 

-5 

990 

985 

78 

682 

•fay 

1010 

-5 

1010 

1005 

27 

233 

Jri 

943 

-1 

948 

938 

14 

259 

Oct 

1080 

-5 

- 

- 

— 

131 

fatal 

One 

Pni» 



170 

1641 

an 

967 

1011 






Mar 24 
COop. dally 
15 day 


Praa. day 1 

. 118.74 12031 

119.40 119.48 


■ Bare SMBnauffteo fames; Stamei ■ 

Bar 2HL7 -13 269.0 266.1 1371 16302 

An 2695 -21 2715 26B3 1340 10338 

0d 274.1 -0,7 275.1 2743 354 7338 

Dae 2765 -25 277.1 2765 14 846 

Bar 279.7 -15 200.1 2795 11 972 

Bar 2822 -05 2815 2815 2 498 

Tdd VM 3C.1M 

■ bwipbce tnuna: cafe** 


1700 

1750 

■ C0HSUFFE 

1650 

1700 __ 

1750 

■ COCOA UFFE 

1050 


1075. 

1100 . 


PE 


1450. 


1500. 


Od 


Tdd 


933 -0.10 

930 -0 04 

931 -003 
10.17 -031 
1022 -0.01 
1027 -032 


931 

932 
985 
1020 


1 wiiiuw NICE (50000013 OSOMBb) 


93018518 71312 
957 6.402 38,107 
930 2333 42347 
10.18 BBS 17539 

- 88 2342 

- 127 3395 

28381 177310 


1550. 


•far 

Aug 

May 

Aril 

48 

85 

22 

34 

34 

71 

33 

44 

24 

58 

47 

56 

•far 

f*K 

“W 

am 

120 

152 

18 

41 

68 

122 

33 

59 

56 

95 

56 

81 

Mw 

MW 

Mw 

MW 

88 

104 

16 

0 

9 

79 

33 

94 

32 

60 

60 

125 

May 

JM 

May 

Jri 

37 

95 

11 

26 

23 

49 

72 

35 

14 

38 

38 

49 

M* 

Jaa 

•fay 

JWI 

50 

- 

43 

54 


69 

- 

- 

• 

- 

- 

- 


LONDON SPOT MARKETS 

■ amttfc 01. FOB (per band) 


+or- 



May 

69.06 

-0X0 

0X3 

69.02 4,183 21704 

Jri 

70X1 

-0.23 

7085 

70.45 2X16 16X74 

Oct 

7170 

-0.05 

72X0 

72X0 35 2659 

Dec 

7178 

-0.17 

74X5 

73.71 2,421 25,420 

far 

74X0 

-0.18 

7100 

74X5 70 1692 


7530 

-0.18 

75 45 

75+5 10 758 

Triri 




8xa Turn 

■ ORANGE JUtatmxnSXOOtaCtritata 


OiAal 

Brant Bead (dated) 
Brent Brad (May) 
B.Tl 


SI 232-2.70* +0269 
S1430-438 +0285 

81 433-438 +0285 

S1623-329X +030 


■ mnBALSAS re (1300 awmpflacapar ttamp 

AW 8.750 +0.040 8750 8.710 30 2^0 
Hay 8.670+0320 - 2300 

TUB 2300 

B MTOAL GAS HYHEX (10300 moBa; fOanfiBL) 


S pita 
29930-299 50 

29650 

3003030840 
29750-29730 
301.HWOUH) 

GoU undbig BrtH (Vd USfl 


E«p* SFr equnr 


17821 445.66 

17836 448.12 


Apr 

May 

Jw 

Jd 

tag 

Sap 

Total 


Latest Doyle 
prica ckngs HgD 

2380+0350 2290 
2320+0353 2.430 
2.435+0048 2.440 
2.450+0351 2.460 
2.455 +0343 2480 
2455+0343 2455 


Open 

Law Vd Id 

JTH 29304 70 'BM 
2375 13374 37344 
2390 2^63 17303 
2405 2020 14,778 
2415 1333 14352 
2417 942 10,718 

68399218379 


PULP AND PAPER 

■ P0U»EX 0M3 (IBS; 24 air ftr toa) 

sea Otft Opu 

price dwnga Hgh law W H 

Jan 51725 -1^ 51725 517.2 ' 10 475 

Sap 540.75 +27S 540.75 54050 20 195 

Tdd 30 687 

FORBES DATA 

Afddns drt suppteH Ay GK£ 


May 10630 -0.70 10830 10730 MS 22303 

Jd 111.10 -0.6D mao 11080 247 7 S3 

Sap 11435 -055 114.40 113.75 172 3310 

•n 11555 -056 116.00 11530 207 3300 

Jan 11635 -040 116.70 11B2S 23 1350 

•far 11835 -040 118.70 11830 57 754 

1*B 1JM 38310 


Pierian Gamine 

SI 65-167 


S fa 04 

SI 36-137 


Htwy Fuel 0i 

SB4-66 


taphbt 

SI 42-144 


Jri tad 

S145-147 

+1 

Betel 

SI 40-141 

♦15 

a MURAL 6A&PBnftKrafi 


170-8.75 +0325 

AtoMm Apu It iMm gun) 353 STB? 


V0UME DATA 

Open dtaEfl ond VDtone data shown tor c mhaia a 
tatol on COMEX, HVMEX, CHT. NYCE, CUE, CSCE 
and PE Cruda 01 n ana day In mad. Wume 8 
Open Interest tetris are far al bated mantta. 


Grid (per tray ogA 

S8w (par boy oz>$ 
PWbmn ber trey azj 
Fatoaton (par boy oej 


INDICES 




654 12 ibbbSw 


X.83 

pffioy oz. 

US c& eqriv. 

378X0 

med 

37170 

628XS 

377J0 

627X0 

37865 

624.10 

spun 

£ sjriv. 

292-294 

174-173 

68-72 

41-43 


Ml p—Mum fia cre aw 

NW4B( (42300 US gafiiLjdUS galls.) 

Lafad Day's Open 

price change Hgh law M U 
Aw 51.75 +029 51-90 5050 18380 23323 

Bay 5280 +448 52S5 5125 19*423 39,488 

Jaa 5335 +0.75 5330 5255 4399 17,000 

Jd 53.75 +475 5330 5290 2,154 12315 

Aim 53.45 +445 5330 5320 789 6341 

Sw 5320 +030 6320 5270 424 7392 

Tdd 40387107331 


Minor instate from Metaf alette 
European Itm market, J per to Ln warenrese, 
urtess ottwrMsa stated (fast week's in mk- 
M3. where changed. Anttwsnjr: 9935%, S 
p» toms. 13W-1.B30 {1,570-1,620). Bis- 
muth; nun. 9939%, tonne lots 336-4.15 
(330-330). Cadrrimrr infa. 89.95%, cafa a 
paid, 28X0-3530 (30X0-38X0). Cobalt M3 
dee rnarkat rain. 993%. 25X0-26.7Q; nwi 
993%. 20X02050. Btareu y. rate. 99X9%, 5 
per 76 to flask, 138-146. MMytadanun: 
drummetl molyhOc taMe, 430-4.56 (4.35- 
435). tatanhaic mm 993%. 1.70-2X0. Tung- 
atan erae stssidana mta. 66%, $ par nme urt 
(10kg) WO* CP. 40-52. Vanadkan: rain. 98%, 
CP. 5.75-aoo 0.005X0). Urartum Nuatreo 
unra s triaed uchanoa vaka. 930. 


B Realm (Bari: 18/5/31 = 100 ) 

Mw 25 

Mw 84 luenn ago 

yewagp 

1887.1 

16710 1704.0 

1988.7 

B CB8 Fotana awe 1967 = 100) 


Mw 2* 

Mar 23 manoi age 

ynrgga 

229.73 

231X4 


B OSQ Spot (BBS* 1070 = 100) 


Mar M 

Mw 23 awrtfa ago 

yaw ago 

18769 

170.06 18147 

19122 

UDums 

E STOCKS tana) 


AlHUHn 

-1.450 B 

545X00 

Atariotan riny 

+400 10 

41200 

Copper 

-1X25 Ip 

350,725 

lam 

-800 81 

97X00 

Metal 

+2M tfl 

04X80 

2tac 

+4X26 fa 

<72.150 

Ih 

to 

6X20 


Lead (US pmL) 

Tta (teas LuMm} 
TtafNwrYM) 
cama (fire wejgH) 
Sheep Ore wdoH) 
Rb* (9re ridBttW 
Lwi day sugar (mm 

Lon. day sugar (aiM 
today (Eng. feed) 
Matte frfi No3 Yekwr) 
Wfiret (US Dark North) 
MtarWlijM 

totter (DtaylV 

RAher (KLRSSNoT) 
Coconut (H (PM)§ 
Paim OS (Matey )§ 
Copra (pM)§ 

Soyabcxm (US) 
oaten OuBoakA' tadn 
tontopy {64s supa} 
t per*** wKssoswnfa 
iQ.aibhrtamAa.ya 
ttta 9 Bdfa ms 
Mil htdtlpIgiHM 


S29B25 
62330c 
340930 
£276X0 
85.0c 
4530c 
19.7ft- 
3BJ + 

65J0p 
96. OOp 
74J3p 

824820 

S27O50 

ton 

El 0400 
UP0 
47SJP 
4730p 
27200m 

567 * 

6425 

S380Xy 

174.0 

6440 

37fe 

ppuaAn c 

■fata 
* Qavt at 


•210 

•1220 

-13X0 

-16X0 

-IX 

+418 
+1X 
■419* 
-4.7S* 
-456* 
+470 
. -2X0 


-430 

+73 


+405 


SSiW 

Ha 


ACROSS 

1 Seed whatever land! yon g gj 

5 Takes back some furniture 
(can't sell) (7) 

9 Tease us over getting the 
cane (5) 

10 Duck could follow crab and 
tomato (4-5) 

11 Adore peculiar Italian city 
like Heathrow but smaller 

12 Bulb lit up, lit up (5) 

13 Bulb lit up. one lit up 

15 Creative lie? {9) 

18 Gives a warning in the 
main when puts a match to 
joint (9) 

19 Back-to-front violin played 

in pub (5) * 

21 in “Gone With the Wind" 
start to blow in the wind 
(5) 

23 Mum should get flexible in 
the laurels, say? (9) 

25 To knock one over. 'Love 
You' in French brought 
“out egg-laying (9) 

26 5 c !v 1 l ? an ■ decapitated 
North American sect (5) 

27 Nearest translation is Japa- 
nese, perhaps? (7) 

28 Scandalous scene, bishop's 

about to tall (7) ** 

^ DOWN 

1 £E% for s « r « 

2 ^“‘ of l“ v tognspe< : t 

3 S^ U ( C 5 ) and sour 18 abOT * 


4 To separate screa 
desire there’s nothin 
like a canary (9) 

5 A number of tunu 
always tu rning arou 

6 Ran after -an 
caught and punishei 

7 You might get thi 
Plane (5) 

8 Poles carrying most 

warn up the slope n 
14 Cathedral other thm 
□al, needs a setter (i 

16 Dodgy rap videos 
steamy (9) 

17 Hebrew's surreal rt 

18 Carry all that's said 
ear (7) 

20 Harvested chesty di 
then died (7) 

22 Composer's happines 

23 5SS° rte<Uy , 

bald {$) 

24 Money needed for i 
mental section (5) 

Solution 9,640 
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FINANCIAL TIMES THURSDAY MARCH 26 1998 


LONDON STOCK EXCHANGE 


Valuation and interest rate worries upset leaders 


FBEAfrShtfBMtaX 


MARKET RffORT 


By Sieve Thompson, 

UK Stock market Editor 

The London market's 
upward march, which saw 
the FTSE 100 move briefly 
back through the 6.000 level, 
was halted yesterday as 
institutions were reminded 
of the potential for further 
increases in domestic inter- 
est rates and of stretched 
valuations fbr UK stocks. 

But there were no such 
restrictions for the market's 
second and third-tier stocks 
which maintained their 
seemingly relentless 


advances to new intra-day 
and dosing peaks. 

One of the leading strategy 
t»ams agreed with the more 
cautious view of the market 
NatWest Markets' Bob Sem- 
ple and David McBain said 
in their latest market com- 
mentary: “Valuations have 
become more demanding 
and there are considerable 
risks that corporate profits 
will disappoint on the down- 
side. Moreover, the latest 
institutional cash flow data 
are also weaker than expec- 
ted. Our conclusion is that 
the market is now due for a 
period of consolidation. r 

As the dust settled on 


another day of rather erratic 
movements in the leaders, 
the FTSE 100 index finished 
15.9 off at 5.967.8. having 
swung in a near-50 point arc. 

Prices raced ahead at the 
outset before coming ofF to 
hit the day's low point just 
before the close. There was 
some relief that the gilt 
auction proved successful, 
with the offer three times 
covered. 

At its best, the index 
moved through the 6.000 
mark and touched 6.007.6. a 
gain of 23.9. The session low 
was 5.S5&5. The market was 
alerted to the bearish signal 
from the yield on the All- 


Share index, which is at its 
lowest level since the first 
world war. 

That was seen by market- 
makers as a sign of down- 
side potential in the near 
future: “What it tells us, as if 
we didn't need telling, is 
that the market is running 
straight towards a wobble. 
The market keeps going up 
and is being driven by 
weight of money which you 
simply cannot argue with. 
But if that inflow suddenly 
stops then there will be 
short-term problems," was 
the view of one market- 
maker in London. 

He said there were plenty 


of potential problem areas 
but insisted any turbulence, 
would most likely start in 
bond markets. 

The next meeting of the 
US Federal Reserve’s open 
market committee is next 
week. And a highly regarded 
economist, Gavyn Davies of 
Goldman Sachs, told a House 
of Commons select commit- 
tee on Tuesday that UK 
interest rates needed to rise 
to ensure the government’s 
inflation target was met. 

The second-line stocks, 
meanwhile, moved higher 
thro ughout the day. The 
FTSE 250 index eventually 
settled 21.1 up at a new 


5,544.4. Similarly, the FTSE 
SmaUCap closed the session 
at new intra-day and closing 
records, up 12.4 at 2,6262. 

The &Q index was helped 
along by a spate of positive 
company news items, with 
House of Fraser, the depart- 
ment store chain, posting 
better-than-expected profits 
and Barratt Developments 
c onti n uin g the list of excel- 
lent profits performances 

from the housebuilders. 

Turnover in equities came 
in at 950.4 m, sp lit evenly 1 
between the FTSE ZOO stocks 
and others. Shell was the 
busiest stock in the Footsie. 
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btfices nd ntfos 

FTSE W0 
FTSE 250 
FTSE 30 

FT5EMK3WD 

HSEAt-SftMgMI 


Best performing sectors 
1 . suer — — 

2 netdar GbmmI — 

3 Beaters: Food »- 

A Ttaoijwrt 

3 mrestnrnt Thatt — — 


_t£3 FT 30 

+21.1 FtSEBon-ttSF* j£~ 

-*Z FTS6100W M*r 
_3J)0 lOyrOnjMd 5® 

2.77 lone flWWBF F® r** 5 

Wbrst perioimtos sector* 

iZO i o* iteeraafl 

_„+i.i 2 Atom* 

+1.0 3 HMWWW 

, ige 4 Toba cco — - 

+O0 5 0> 


These included Severn 
YY dpld. Trent, which gained 28 to 

£10.28, and Hyder. 15 higher 

in ^Thames Water, which held 

iliUVIVkJ EMM. a brieflng for analysts on 

-m j Tuesday, gained 12 to 972p. 

ffl pm €| flfi Brokers at the meeting indi- 

W. V'UI tillU. cated that both the group’s 

international and regulated 
rnupAinK report businesses were trading 

well. Dresdner Kleinwort 

By Joel Ktoazo and Marini Brice Benson was said to be posi- 

tjve on Anglian Water. The 

Utilities investors favoured shares rose 24 to 930p. 
water stocks yesterday, help- The market appreciated 
ing shares in the sector the return to profits at 


move strongly ahead. 

United Utilities was a fea- 


retailer House of Fraser, 
which unveiled pre-tax prof- 


ture after the company and its for 1997 of £28 -3m com- 
Canada’s Northern Telecom pared with losses of £38.4m 


the previous year, in line 
with analysts' expectations. 

The shares, which have 
fallen sharply since the 
begining of the year follow- 
ing disappointing Christmas 
trading figures, rose 14' * or 
9.32 per cent to 170p yester- 
day on volume of 2.9m. Ana- 
lysts expect profits this year 
to be around the £35m mark. 

Speculation that a strong 
trading statement from bid 
target Argos could put pres- 
sure on predator Great Uni- 
versal Stores to raise its 
£1.6bn (or 570p a share) hos- 
tile bid for the UK retailer 
did the rounds in the market 
yesterday. 

Dealers were cheered by 


Best and worst performing sectors 

Water 



3«W -_J 

One '97 Jan 
Seurat fl Kmaaro iey 


announced a joint venture to 
market their Digital Power- 
Line communications tech- 
nology worldwide. A United 
Utilities statement said the 
technology allows high- 
speed internet access and 
other data transfer such as 
multimedia, on-line banking 
and shopping and entertain- 
ment. Shares in the UK 
group rose 26 to 8Slp in 
trade of 3.4m. 

Kevin Lapwood at Charter- 
house Tilney said: “It was 
evident from the presenta- 
tion [yesterday] that North- 
ern Telecom is very positive 
on prospects for the technol- 
ogy. But United Utilities 
appears to be more cautious 
in the short term.'’ 

As dealers waited for pub- 
lication of the government’s 
green paper on the regulated 
utilities (which came 
towards the end of the ses- 
sion), there was also a feel- 
ing that several water stocks 
had underperformed the 
market recently and were 
“looking cheap”. 


FT 30 INDEX 


Mar 25 Ma 24 Mar 23 Iter 20 to 19 Yr ago tow 

FT 30 3790 2 3796.7 3783.1 3771.5 3796.7 2846.1 37967 3784 4 

om (fix. yUd 241 2-91 293 292 290 2.90 02 290 

WE ratio DM 24X3 24.40 24-21 2425 24.48 17.01 2448 1580 

HE rate na 24.11 24.19 24.00 2493 2426 16.64 2426 1571 

FT 30 COUtefln M0&JR67 HfflMft tar 4S 4 SHOW Bra Me 1/7/35. 

FT 30 honty danger 
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were reported to have said market as Barratt Devefop- 
the stock looked attractive meats achieved one of the 
given its defensive qualities best performances in the 
at a time when the UK econ- FTSE 250. The stock rose 13 
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the improvement spreading 460p after NatWest Secori- 


out from the south-east 
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housebuilder, rose 13 to “hold” to a “reduce” rating: 
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bled pre-tax profits. 

Elsewhoe in construction- 
related stocks there was a 
two-way pull in Tarmac as 
the stock finned to 119%p in 
brisk trade of 4.3m. 


the decline In Ladbroke 
Group, which fell 16 to 342p. 

Shire Pharmaceuticals 
Group jumped 45% to 409p 
after it said it had completed 
a global offering of 21m 


FTSE GOLD MINES INDEX 


% (% Nr 

niter as 


Vter 8w Mr 
■pi |Md% 


BLP, the wood and veneer shares at 343p. 



Ml M 


ED&.F MAN DIRECT 


ON CUBH. FUTURES TRAOMG 
FL OORS MOW AVAILABLE 
TO PRIVATE INVESTORS. 


group, rose 14 to 194p after 
good results. 

Siebe confirmed what 
some traders have been tell- 


Lack of further takeover 
news at Savoy left the hotel 
group's “A” shares 135 off at 
£16.65. 


1(12) 107X73 +15 198728178929 


MfcatM) 102228 +7.1 65112 188498 597 

fU Ui t* 1 (71 13*199 +44 128594 7B8ZJ7 298 

tatt tewtal (11) 106893 -49 107821 158292 1.14 

DWN8t FOE UnU IMM iflBB. m iRiHMIlfm In Inc 
BtetUB naan. Bm Wk vumwnm. t pmu. uaut pura m ■ 


- 170179 86123 

1107 108499 921 78 
1792 196Z97 93393 
38-95 16D797 96496 
Now tranter ri ngaM 
NbtotarBNctMa. 


FTSE Actuaries Share Indices 


REAL-TIME ELECTRONIC POREX DEALING 

... «... FREE price feed, charts and news 


E-Mail: roger2:;. : forex-cnic.co.uJ: - Tel: +44 (011S92 535550 


successfully 
blending 

ngineering 
P#l y m e r 


Ihgra ■ no CcnAj Goten lai on mr Bnonc i d and oral4N yral 
boring, Houi 7.30>n ■ 9.15pm. Aomurti Epamd Jlii 48 hn. 

■ For aifiorl prim: Iriofend QjunNl 4 pago 499 
-ffl- For bredm and uhJouBu i i farm cc4: 01 71-550 8500 


| ri-; juc=d ir- c:;:i;rn:no^ -.vi 

"! ?rs 

• o."C !;' 



•—< 




Dart 



tar 

Gn» 


Vara 

rioA 

Iter 34 

Iter 23 

OT 

jMN 

FTSE 100 

59670 

-03 

598X7 

. 59470 

43010 

272 

FTSE 250 

5544.4 

+04 

55ZL3 

gJS5 

45880 

206 

FTSE 250 k TT 

5580.4 

+03 

55620 

5564.4 

46070 

394 

FTSE 389 

36880 

-01 

28722 

2858L1 

21229 

Z 17 

FIBE 350 n IT 

2872.1 

-02 

28709 

7Hfi2 5 

_ . 

278 

FTSE 360 Mshar VMd 

28510 

-01 

28550 

28390 

20479 

309 

FTSE 350 Lower YMri 

29040 

-01 

29083 

28981 

22040 

205 

nSESnteCu* 

2826,15 

+05 

261301 

281047 

231240 

207 

FTSE BnoOCap « IT 

261722 

+04 

260706 

280301 

2321.12 

307 

FTSE AQ-StMre 

279595 

-01 

279805 

278572 

209409 

277 

FTSE W Share R IT 

200226 

-01 

280804 

279202 

- 

200 


The UK Series II TRADING VOLUME 


■ Major Stocks yesterday. 


For a 

Great Spread 

of Beta 


FTSE Actuaries Industry Sectore 

tod 

UK 35 DigA 


Bon M 
tern tem 


Argus LatAm Energy 


Petroleum Argus 


The LDJ57GMI- Seminar will duv you how the markets REALLY work. The 
amazing trading Kctmkpies of the legendary W.D. Gann can increase your profits 
and iMum your losses. How? That’s the secret. tora/ 1 » c— im. 

Book tour FREE place Poore 0161 474 0080 r ' y 


12 Urarihe latesMBa^ 

15 08. kte|patMl[4) 

16 oi Bgagna a pmana 

20 8EH anesnOM5(222) 

21 Cansbudknpq 

22 Brikteg Mate 8 Hwctn(27} 

23 Ctamfcai3(24) 

24 DMrHkd MuEbtriaCII} 

25 fedrtnfc « Bod BrtXZ7) 

26 EntfnealntfBl) 

27 Enetneertag. VtMdBriiq 
26 Paper. Pdw & PttaangB4) 

30 CORSUMBi 60005(91) 

32 Mcriwte awanaesp] 

33 Food nodusa(Z4} 

34 HOBSriwU Goods & Tu*ta(24) 
30 Hoalh CSR(14) 

37 f ten ua b w OmagO) 

38 Toteccoa 


techno! 


BRITISH VrTAPLC, 
MIDDLETON, MANCHESTER M24 ZDB. 

Tel: 0161 643 1133. Fax: 0161 653 5411. 
Email: infodvita.co.uk http: //www .vita.co.uk/vrta 


Real-time cquitici. ftitures. option'. 
anJ cierti from only £54 pc.- month 


Datastream /ICV 


Market- Eye 

i r rcfc/»/.’f >/if 0800 321 321 

www.market-eye.co.uk 


X * » r o p e 

Linnco 

^+44(0)171 892 3311 

email jwetddgttoiiooe ttT Opajom 
Repdated by ibe SRA 


To Advertise in 
the Business 
Opportunities 
Section 


Please call Marlon Wedderbum 

on +44 0171 873 4874 


I TENFORE 

3Sf£Bsn 

Coverage 

of Shares. Currencies. Bonds. 
Futures & Options. Commodities. 
Research a Commentary and News 


For more info 
and/or demo 
disk call: 

United Kingdom 


42 Laban t hab*&J) 

43 HRte(4h 

44 FtariOan. Foodn3 

45 Ratten. Ba»ri(49| 

46 TefeCQaaanfcaiDn8(!0) 

47 Breweries. Puta J tesd24) 

48 SuRxat SanfcMieil 



nnutera 


70 FWUKUlSdiq 

71 Bank«. natavg 

73 Inaniicen7) 

74 Lteteracem 
77 Otiar HaancUIZT) 
79 fuawiriw 


89 F1SE 
105 FTSE 


-19 479179 4856.97 410999 391 Z78 1^3 

+ai 314192 310990 40BR48 495 491 298 

-17 5355-25 544077 4215.65 370 275 1.78 

-19 339291 3444.34 365130 172 1.C \jg& 

+02 2242.43 2224-28 200596 392 290 297 

+0.1 1656.11 165991 134398 290 295 £46 

+09 T 90599 1894.73 185893 185 929 290 

+01 283192 283447 ZZ7498 390 398 199 

+07 1472.48 1459.73 152579 391 396 293 

— 2542.11 246411 220497 397 273 193 

+03 304194 301877 260019 111 2.76 299 

-09 400000 3835.20 285747 2.15 196 138 

-03 225497 228076 2523.74 456 393 2.18 

-06 568090 564012 418097 2.48 290 194 

-10 403256 397081 294995 293 290 196 

-09 391273 388046 2927 40 270 291 299 

-03 344087 346027 290067 017 2.83 220 

-09 238074 2397.72 216060 2.13 192 2M 

-03 B36B.15 934414 647291 105 1.73 192 

-T9 -TOB9B 513108 445306 408 440 1.78 

+02 3399.14 338147 263698 208 292 290 

+05 277063 278899 271047 042 200 290 

-05 399202 390802 346108 203 003 034 

-05 448106 443042 424204 290 194 2.17 

+19 304018 2973.18 198050 274 2.19 227 

+1.1 242019 239393 205093 293 295 222 

-05 376024 386078 230177 233 190 101 

-02 430430 421&96 329180 275 270 240 

+09 467070 464458 295093 197 197 251 

+09 344407 342407 2813.78 297 243 1^ 

-02 385083 381579 266790 493 373 100 

-17 428041 427490 277079 4.40 302 218 

-06 292169 285595 130225 274 1.79 ± 

+29 343200 237096 339775 488 390 ggg 

-02 27B999 275064 216076 283 241 ijg 

■KL1 584103 579034 3750LQ7 272 223 233 

+09 847570 841192 544041 277 271 231 

-00 279999 277447 166307 394 276 290 

+02 765393 752770 444087 243 298 208 

+04 473573 472604 312372 230 198 218 

-09 239004 239893 108500 2.75 3JB no 

+08 3930.35 39Z9.D2 328^98 198 100 1TB 

-01 Z79085 2785.72 XlBt09 277 234 295 

-0.1 2806.04 273 252 - 2B0 237 2ti7 

+00 140401 144909 - 006 048 374 

+03 141032 141054 130171 3.13 202 1» 

+02 143023 143093 132*03 360 s/w FZ 

-01 10505 10599 _ +tJ 000 


Net HE M4 ToW 

a» nfa IM team 

208 2204 4597 2588.80 

212 1998 2405 235893 

219 1080 25.78 238289 

209 21.82 20.01 254072 

210 2138 2078 130017 

198 17.12 2208 216010 

225 27.17 1701 210145 

101 2076 979 226731 

197 2S09 893 2281.14 

205 2196 1890 2521.16 

207 2108 1923 1300.05 

Mel RE Xd A TaH 
aw ate m Rater 

103 2132 27.12 215149 

298 1301 7261 99149 

1.78 2199 1709 246212 

193 37.73 21.16 2P73,17 

227 1091 1401 131176 

246 1701 507 146897 

260 1216 147 102072 

101 2070 2401 144302 

223 14.75 1050 90802 

103 2479 1143 139596 

239 1078 2531 195030 

238 1773.24.19 . 2184.07 

218 1209 1592 1t«034 

194 2590 4706 222435 

196 2391 031 152044 

299 2212 2290 188095 

220 1708 3108 144107 

230 2503 101 1*93.78 

192 35.18 8572 333017 

178 1597 12101 1«aB.m 

200 2576 1100 188290 

200 1877 1737 108&75 

%34 21.12 4013 224831 

217 2590 3&E3 

227 2012 394 207438 

222 1019 693 148205 

101 35.15 494 162270 

2-40 1891 1531 217097 

201 3032 303 307019 

3299 a IQ hum 

1- ® 1032 835 101645 

218 1395 778 2445.74 

* t 090 1664.19 

22P- 1103 1078 2t»rti 

198 i+7i -^ 1T 

233 1070 6491 5»BI»iff 

231 1007 11105 297187 

230 14.17 3573 2293.71 

258 2010 5800 340104 

2- W 2408 1119 287217 

[42 3198 73B 

1.18 5108 12W1 

ISB 2196 1890 2521.16 
— gL58 1973 13MIW 
J34 6602 149 1*7932 

09 2806 504 1598.06 

!.44 2496 01S 158270 


BtoprraOl 

ForipCCrilT 


WBCfBOra* 

tfiacmiq 


WUM 

uwia 

1XH 

UcriMi 

uranaspano 


- i.m tov qjq aaatt zm 


Switzerland 


■ Hourly movements 



ii5rac3l?;i5L»ii* 


tii la l.iruudcii'-iinu Cor[)uraiiou 


T1AAE DA3A ON YDIItt PC 

•qoUtet + blares +optiou +dtdwlws+ booth + canmnfiiics 
AH AMSSCANS + FOREX: + EUROPEANS + NBWS+CHAKIS 


S5 : B BS 5J SK BS IS | B « SETff 

ass is as 

FnS8Faa» _ 2aoi90 280005 B«J7 ZTW.IO 288154 S Kg 

TW « PTS ™ Deys Man xb*s ** t&s&oq. to ikj raw m* sms naoM® ^ 280413 zmM 

O TO htewflriW Urateri 1990 « note nssiwL nr-SE* mi - ftniter n w# ^ 

ri «m Umtan Slock Exdoage m Tl» FHanctal Urges and ira mfl by FF5E tUnBaoM 

mfcr fcance. 

Trat«lbB.F=Brftrafcrti,Bratra riira... rra* M *^.rr^.w M --j. rr ^. _ — — 

*w9iM*a. Mktere VaotenM Lway (FTSE S-flCopi 5 (4^ f Ara. 


W. 1 Q HVtfteif Urertra 

56612 60070 59580 

5540.6 5544.4 55214 

28^0 28611 2*49 


IN YOUR COUNTRY NOW 
70 Countries otross Europe, the 
Middle East and flfrita - tram Iceland 
to Moscow, from Finland to Yemen 


www.dbceuro.com TH +44 171 793 3100 



I IBK 40380 8001/97] 
ICWUflnUK HB9JB DSUDUHT) 


obumb 
rite Ram 
n*at5reJ*a 
R* Be Sanaa 


SaanBris*. 

ritehn 

BHTlUpM 


ri»te«Hwt 
Sanaa (ml 

SbBLteSPIW. 

Tlaavt 

T rap 


■te-teMCIWh 

OtedWH 


vw OBriao fey's 

000*11 poo teia 

130B SBl -z 

1JS00 M -rvj 

7300 IBM -Zb 

mo 1179 *9 

. l.«0 BBS -7 

mo urn, -h 

1.100 B33 *11 

4J0Q 667 -S 

8 J00 EZH -nsi 

1.000 1012 -3 

U.M0 917*4 

18400 004 -13 

TOT 4871, -3>* 

awn sso -a 

•.TOO 201 *3 

lire nsi* *7i» 

43 » 77% -a 

I^JO mg -7 

sot iso. 

sot 4cp 

2600 9»S>i *i«» 

1.100 zm _ n 

SOT <20 +18*. 

8«0 523 .2 

1300 72S -29 

5400 147 -iu 

5OT 7S4 ,ia» 

MB BBla -as 

WOT 4G0 -25 

TSOT 114 -T. 

t.too ii® -4 

1.400 800 *15 

BOT 7 KF+ -14n 

3300 5HH -14 

a. MM 837 —I 

an 540* -11 

lOT an *au 

1.000 1477 -a 

MB 460* -Zh 

vxb raw -0 

2OT non* 

1.000 777 -2 

1.400 «M 

914 15B _n 

8 W0 2000 «» 

3OT WO +tli 

7300 OSH -5 

'.+M K» -I 

1.400 1050 -4 

1900 115* -.11 

0400 34! -is 

i.ioo ion -a 

sot ran ~ -t* 

0308 M3* -ion 

SOT 2WH -M 

man zm -i 

hot stm .ion 

<85 . 3040 4+0 

8100 IKK —14 

U00 . 340 _s 

U00 571-14 

1 .W0 717H -»W 

4.400 4753* +js* 

1.000 2200 -71 

15 2120 

Z900 4 19) 

225 

8OT SBBft -&1 

U00 SK .6 

4901 MBs .1* 

1OT BB{ -1 

4jooo io3sh -an 

5.700 402>* .)X 

1OT IOC -u 

SOT B10 .11 

«™ DS * “IW 

+wo m 

Ran m +i 

SOT 778 -IS 

4.wo nn* -a* 

J® wt *i> 

*•100 531 .11 

lO 23» 

« 2040 +B 

2OT 5B -H 

1OT TOO *a 

EOT 4a -»* 

5“ 1315 ,8 

<ot non -h 


F ! 


zm § 

*» . 587 _s 

WS S13S* .11* 

JOT S4DK .111* 

TOT TO .12 

JOT 371 -,i 

SOT S80 _4 

iot am _d 

SOT ® J 

HOT son -14H 

'.to ion -i7 

sot cm* 


s ton .in* 
ins *ij 


INTERNATIONAL ^ 


*OT STt 

, 1900 - 24J3 

m— *>i>i ftse toocnara, 

niMiamawia 
*** EM DM tf FT * 


-74** 










31 






'' ! "tfi: ... 


r- 





crrcrJ 


* ^ 




yufcM 


W**L£a 


FINANCIAL TIMES 


ln ™ s Thursday march 26 1998 

S^-feS*!!. «n a 52 week basis 


WORLD STOCK MARKETS 


EUROPE 


fertn 417 JO -G4Q 42 b 
Cobb aa.SG -ik »» 


14304 vara 

£6 1.1 Vffe« 


13 * ss+i^ssnis e m x? 

SSL 60 *» S 1 £8 iJsaB !5P 


«SS* r™ « *J £§“ 5% 1 .MS «»? SL 


525 . +0 336 241 3.1 „ 

128.85 +5150035 B740 14250 
B33 +15 650 487 1.B 484 
436 _ 531 368 24306 


■■M JflSga ir .1 M 


BM *’i!S , M - Mff 11X10 +1J0 inS 

Bojijn 55 Wgs 828 24 94 gw. 828 +10 578 

“*£ •« +754SJ s SSKl?f oSS2 -2BMS* 


_ 531 368 24306 

gw »a ??3 

3StfiS £IS5&$ 

... 18280 TOO _ _ 


s i iwsiimsszM 

SSHIiJS »§ g r„4 S' T »*$W ggii ”- 1 fg ®gg 

dST“ i«s rU S,E 2B ^ 10 234 |£g! SI IS Si ^6 14164 2^ 1J^22 

, S 3 - 1 Ji , E 8 1 iSi*a.i BSi ?S "II SI S?| 5 ,£f 8 §L 385 

8SSi ’ffl rJplWaS-WBHS ’« •Siffl as if™ SEE 1 ?£2 


(Mur <M / Drachm) 


cm i i.ia/5 

3 1 3 


Jf82„t“2.7MlJH7 74 234 
aM -J2 ♦TSW 573 401 1.4 2D 1 r^u 
f SHI ,+ ' 1 6SL40 420 13 IDi Kj?. 

ME rHlffi m” “ SS; y 


♦a n* 6itt 14 iS4 Ear lissS 
19 778 468 24 _ SST 5 'KSS 
, +8 349 217 24 12.7 S3£_ £■“» 

’« ^’-a as a™ gsr 33 

2.1m +21 2,156 1,331 06 374 *OBW 34490 

2.178 66 _ 


13432 32 22.1 
OfifiD 24184 
2400 1J 414 
— +-S-1M1D 4.7 156 
-043S4425 04 532 
_ lOSa 1MW 84 74 
.>■8602 4.180 24 .... 


ftodracof 5840 
Me S07.1Q 
Amt 12530 
TOM* 118.90 
SB** 7740 
Trad 45 
IMBd 14140 
VHU B6. 80 

VBKV 57 80 
VNHa ISO 
WrateOR 8870 
WttDfl 13X10 
MM 12020 
WKDpA 28790 


+120 22316S40 14 822 
+.10 88.50 53 84184 

♦laMBianu - 


+140 12U0 90.16 : 


ABWA 17140 
348 

243 

AiMr 28440 


-14017*40 98.49 ' 
-1 189 95 

+240 28617845 


+240 7240 3S 20 
_ G8J04740 I 

-i.iom«msB 

+140 M6440 

+340 136 7B 81 40 
-40 128 112 1 
-2.1032*45 21410 


■oraMy^ter 25 /Kronor) 


-. 7480 3.730 14 43.1 

— 7417 au - 14 8 

- 04)419.100 _. 644 


80 490 41 nmmim cnbf a yF m) 


_. ■ 60S <15 Z _ rr4LY(M8r25/UrB) 

5™ +1S 923 287 14 28.4 

320 JJo-kSb iwloni *» 31 JOD -100 wanasoo no - 

g^Bal 4400 +0S 6400 4080 1416.1 4*06 27,760 ■ +900 26*50 1XETO 04 — 

®v 575 
3400 


3*91*8 BbSS^ 1 * 

+236 3,148 2.120 14 23.0 §9°** ” * 
+4 91 B 440 _ _ Bctato 10, 


>101.180 ?U 14 314 gsS? 171.60 +240 '207 5140 —274 

3 iii 3 HBg|jaa 8 « 

40 472311a 14 — ten 1B *° +1516760 8,329 24 204 

-a 770 502 7.7 13.0 »« 1,648 +30 1.BB0 595 - 44 

40 24514630105104 (* 2485 +15 24801.000 - 7.1 

hSS 1440 1.150 1.0 3&4 teSp 2.700 -20 2440 1,380 17 104 

1460 67* 17 30.6 to* 2420 -IS 2070 1*5 04 _. 

“ +44 7.400 389—724 

+181425 686 — 514 
-1064801401 34 513 

>B0«U0 3te 14 243 D»M 12700 +50 ifljS IMHO VI 212 
7.075 14204 

■S .==5-^= ’■# S' - ' 7480 -170 74K W 14 16J 

-a0, ^S 1H Wr 4475 —105 4450 2453 21 _ 

JS «=2M M828 Wfl 4,780 -35*480 2570 27104 

Item 2326 —70 2440 730 — 74 

ftasar 12480 -125 0900 5410 14 _ 
7* 31 **!-*** SlZl-l Om*n ism +15 1485 BOO 14 2.1 
27 153 GenASS 674UW +1£B85B.un 28228 D4 3SJD 
0J6&4 HJ>1 1436 +61.859 760 - — 

2-i -- BPr *3,000 -550*5,00018480 1.1 114 
+R ak Twi-S«i» ”■ 8:660 -40 8.750 4400 14 217 

IS f® 237 Z2 20JI fa 3 Kjutn -3SS^QZ890 2JB193 

-aSSilSSll^2J.T 


472311a 14 - 


B* S 3 SJg»s S. asm 'h % 

B jS aiBS,? = FTI 4 '*'* .»»-■ Ba - mjl 

asss SSd 35 ^ 

gte™ *3-JSS +IJ0DB740O 30500 IB ~~ MM B*e +3 
S? +0 SiS * ?80 W 5,480 04 knafr 488 +040 
gSem? 81 ?™ +50 a.a*j 3.000 14 273 MaaM nq 727 ™ 770 502 77 110 

lW "SI^S^S 0101 *- 8 S5? »* *’40 245140a 105 104 OR 2465 +15 

SE— + 20W«230a9 ._ 1^6 +3514401.150 1.0 3&4 f^p 2,780 -20 

SS.iiaSJ!!:! 3 KS 5 S - 
^ gfgisstts: a ^■s.aass sr- a 

S iSHSis:i 35 & jsusas'ass&a ,ss « 

IS +IS IOJMO 7JOO 34 174 U« -Ml.™ BOG 04 56J Q8 12.— “ 

BHh 4450 — 4480 3JB0 25 i4 288,30 +13 204 180 14227 B+n 15. 

sa, tW +^a‘d®^a 4 SI ™ S 51 sa 

Mta 5JH0 +10054002^ _ gw? 4 S2 +uo, ' rt "240O 1.9 344 I2J6D -1» 


7,7a) +900 n*50 10470 is _ 
8490 +290 8750 3400 12 114 
‘ 25012400 6,105 -.204 

100 8700 3J20 24 374 
— 9.1 DO 3.160 14 422 

r .„ ID 104SD144O 04 404 
&130 +M5.I0S T4M 34214 
UK *403405 B2B 04 _. 
3445 +5 5.1401.111 — ... 


25? If 24S0 -402J80 ISa -lii ”” — 

-30 6450 4435 21 134 
™ -£.«« _ 2,490 1288 14 >.0 

BimeU 2.4B0 -65 2.75S 2,110 —334 

£** M»° +3W2l4M»1JSfl 1.4 214 
S25?* li-35 *15015500111900 14 394 

s f «g -iSMS ! 3 S »1 

*S 3 3S 1M00 +, “ioao*480 1.6 ;:„ 

gtefl 13.400 +250 134B8.W 25 254 BSf +11 +2 - ”** +323 8280 4^0 14 _ 

SS SS .™SSKS - - S. «S •ISiSVS Hai SSL ’MS ^ESSSS ,-ilSS 



-140159.10 . 119 : 

-41*2-7* 10E • 

-1 10850 B7JSO ' 
-240 in 8840 
-40 224 1*0 
+140 223 150 ' 
_ 570 264 < 

-40 02 SB : 

+140 35 22 : 

+140 4220 2340 ■ 
_ 215 ita : 
+iE0 157 B2 ! 
+40 77 55 I 

-joumo *0 

-.*0 4140 32 I 

-3 106 77 : 

+1 4802(240 ; 
+250 443 240 : 

-2 TS8 113 : 
+40 3440 048 
+2 203 140 
+40 7340 2840 
+* 200 CD 

-340 4*0 21150 I 
-3 30015850 ) 
-340 285 173 I 
+140 1 73 102 : 

— 176 too : 

+18 785 SIS ' 
+15 717 476 ' 
+7 545 28S 
+140 22890 ITS 1 
+3 250 196 J 
-40 127 63 : 

+4015250 97 I 

_ 148 m 1 
+2 Ml 1Z7 ‘ 
+10 223 119 1 
-40 6840 4240 
+1 119 80 : 

+6 3*6 170 

— 340 778 I 



+75*850 224 1 
_ 9*4740 

-140 171 no 
— 213 140 


& ^ zm 


326 14484 HQwnaBflMarZS/HK* 



+238650 340 I 
+40 38825150 I 

+4 224 131 
+22)358 143 
+16 275 125 
+2 141 120 

-6 442199a 
+4 3« 216 
+40 3041 a 
+34 814 49890 
+31 811 *8790 
-12 900 386 
-2 440 30S 
+1 440 311 
+11 104 123 
-1 142 106 


B34 +8 640 318 ' 
2*6 +1 *85 J29 


600,000 +uno a aM«un i 

SS2 +10 1.200 SO* I 


411 

147 

SCflA 216 

SCAB 211 

SKfA 188 

SKI B 

SSASA 

5SABB 15140 
SnAWt ZS740 


ScnoxA 9*0 
ScntaA 19040 
201 



SMaB 35* 
SwMdi 2720 


TnM 11540 
TlftwB 340 
W*nA« 285 
VnhaB 26840 


+2 103 71 

+1 JO 106 70 

*e 21B os 

+2 9340 2748 i 
+5 418 130 
+£40 165 116 ' 
-1-6 232 SO 150 : 
-340 224 ISO : 
+140 291 141 : 

— 2*31*6» 1 
+2 174 116 I 

+24017350 IIS I 
+1 277 180 : 
+140 278 169 : 
-2 38S 2461 
+8 243 165 ! 
+240 245 166 1 
*6 286 183 1 
+2 284 174 
+5 123 75 1 

-13 802 212 I 
+8 363 261 ‘ 
-3 145 DO : 
-240 144 8940 : 

+1B 392 20650 I 
-140 187 11850 ! 
+12 361 )*) 40 I 
+20 M.2021-50 ’ 
+3 226 IK ! 
— IB? 40 D3S ; 

— 168 too: 

— 142 83 : 

— 281 128 
+7 268 IK ' 
♦7 270 175 


>(Uar2S/ZMD 


g l4» -10 1450 956 I 
1,430*0 +00 1400 1 230 I 

1270 -201.780 1.230 1 

486 -13 748 371 

SSI -15 KIS 430 
BeftftSQ 288 -4 870 188 

flnSUd 835 -25 705 G03 : 

GoEhua 2623d +12 480 153 
Ova 241 -2 374 145 : 

Cmft BBO -201400 830 1 

Anta 342 -1 672 194 : 

MM' 1450 +<(M2« 940 1 

g 6K -14 640 SS3 I 
405 -6 « 381 

IBS _ 327 137 
IBS -e 233 eo 
sm +1 8B9 40J 
Moama 124 -2 250 48 

UME 60S -4 713 330 

<9x441 452 -10 700 267 

Mraaa BJBEO -40 8 JOO WOO 1 
WXlCk 403 -i 917 in 
«KU| 034 +20 1.390 877 

MOM 773 -1 1.110 732 ■ 

HtCM 2^50 +60 2.7001 J80 

MKoU 580 +30 879 386! 

HH%>d 2,*2Q +30 3.370 IjBSD I 

HSBfetS SS9 +7 883 498 

HOssn 21M -2 513 180 ! 

HOkBP 1 JT70 -(0 2.1301760 ; 

HlaCk 225 -8 488 105 I 

H%e> 1880 „ 2,120 1^10 

MUM* <370 +50 5JH0 Sjm I 

HMFd 1400 -40 2,190 1.480 

Hone* 1820 +100 6.480 3590 1 
H 284 -II 515 IH i 

me 515 -fi BOO 370 

tears 343 +12 740 17S 

M 606 +32 885 391 

MSS 902 -60 1.B30 762 1 

MW 180 +3 357 138 

MMl 1,050 +30 (.690 476 

bNkS 215 +8 Ml 118 

Ute 432 -3 era 310 : 

bran 288 -6 631 175 ' 

racial 348 +1 866 182 ' 

IW 610 +6 72* sea 

Oft tft fiJMfl*/ -40 TWO 9U-SO ' 
MB 331 +11 S30 215 1 

Ma£ 193 +3 *25 IBS 


m 


+5 655 329 14485 
+4 400 181 Z3 _ 
+10 70S 370 1J 2iJB 
+1 551 136 24 165 
-2 477 203 1.7 49.7 
+14 903 301 IMS! 7 
+8 454 148 1.0 — 
-4 489 128 S3 27.2 
-221,119 448 1.5 145 
-1 332 454 0926.7 
+8 960 435 1.3 1B.B 
-501270 861 US 27 J 
-8 382 146 1.1 — 
-4 395 130 12.1 

"""SaiBB" 


+J3 1CLSS) 4J0 7S BJt 
3330 12JB <5 10.4 


0linf> 

s ^ 

DMRM 18M 

WiTea 1 


308390 taora 

16035 CanlkA 
COO carUB 
11582 Safcr* 
968132 QnW 
10597 OmSm 
1472S Ctbit 


._ 88 6350 V 1.1 

+!k LID 170 112 3.0 


+2 616 324 1 

-10 877 2:50 
-17 MB 345 


HIP 



_ 654 350 
+14 880 460 
+10 1.470 IflOO 
+21.210 823 
+15 718 255 
-0 324 MB 
-7 1,100 *70 

580 220 
-40 8.020 1.750 
+3 840 280 
+14 410 280 
_ 2^501^50 
-20 1,810 1. IS® 
+31 1.130 

_ ’no ^ 


mu a 

T40 2J18L7 


+6 279 T48 2J18L7 
+.15 1820 8JB 8.9 0.1 
+ia> 113 55 *M 15.7 


— 134Q 5 I 

+.4015.55 280 ! 


HKCUB 1325 

8.35 

1306 

WBa 3726 

HKTel 17 

'■ ‘ 1J7 


+20 U5 470 U 89 
+1J0 7773 24JB 75 75 
+.10 17501150 25 215 


■b* 2S onm 
*624*5 caned 
50245 on 

141231 Dun*™ 
372021 Dotcox 
157933 Daranrx 
-31031 HmA_ 

■1944a uml 
377279 DuxfiA 
24150 Brakai 
158400 EctoBl 
867732 £MB«1 
215700 B*dO 
13338 Eraco ■ 
294145 Battoaa 
■W nni -M 


++W33<0 20.10 5,0 11.7 

S3’i3 


OtaHoEn 513 
oymp 1.000 
Oxo* 1.MC 


II i 




■8574 FxMAl 

■sen RQtB.% 

33731 Fbrd* 


-ioi.im 772 
-102J601J70 1 



-It 518 181 

MS 
5 S Si 

— 5.180 1^50 1 
-11 260 68 

— 282 55 

+2O1JO0 1^70 1 


13 **£ £85 “SS 

197b 7M 2.1 4IU 
+10 BK 5JDM13.7 
__ 3120 1140 60 18 

+JB sa 18 <2 BJ 

282 37B1£ _ 

-m £10 038110 — 
_ 3250 16J0 ftfl 24 
+106 10950 3270 3.6 93 
+JJ3 3.15 0.70172 34 
+A0 8015J» 0.4 428 

+JW 358 OiSIOJ _ 
+25 ass <40 4.7 LB 
_ 925 4J7 4.1 LB 
+J» us 1J3 — L5 
-.10 265 215 135 <4 
+.18 4*0 1J0U U 

_ tuo 440 _tii 

+.03 4M8 LSB 7.7 3.1 
+A0 77 31.40 42 1(L0 

4,10 1285 5L88 4J M 
-.10 ■ 16.96 3J9 80.1 

+JJ7 327 0J6 5iB „ 
+.15 30.60 805 1 M 203 
+J K i»U - 
-.10 1790 870 4.0 17.7 
-.10 36.7010.10 7J1B.4 
+4® 2020 020 52 0.7 
-20 HUSO »U U 
+.06 0.70 470 8JI M 
+.05 280 1.32 1J _ 
+06 8.15 062 7.4 _ 


-10015,000 B.740 
+50 2S00 1 MQ ; 
-7 477 270 ! 


^ z iJI ^ " +1« SSm 2178 rt S t 

1-SS2 teen 20JBO +19O212DO0JJ4B W - 


tss is = gsf*“j 5 *a fl is ,s aiii!i 

2 = « sjssisii'“ s 

-- -- . 891 +11 an 738 1.7 10-9 

Sand 715 +22 737 450 16 SflJ 

C2£HIEP{ttr25/Konn] ISS**S ■’SIS®'! !iSS 

SMImg 432 +12 TO * 3S VSS 

^spo 243 +3 320 181 21 0JB SkM _ 4500 +£-» 477 3U T1 476 


12 349 ***** 5.120 +10D A230 21« 16 582 
39 242 


BKHMy 5560 -250 -60 3790 _ _ 

E»ann 43 +1 4560 2290 06 58.1 

Extxn 41 -1 40 28.40 -389 

MsU 30 -1 34.10 1860 _ _ 

WaM 150 +6 221 136 08 

Wfcnk 14 -20 2240 1270 50 52 

Zrwfac 335 -4 372 IK 05 _ 


SMITHtLANDfUar 2S/Fl2) 


fauxdf 7SZd +1 1610 770 ! 
JEQL 540 +36 B80 360 1 


3.28 


-14 BK 325 


+20 1,110 485 
-804^30 2920 I 
-7,^ ' 

_ 1220 600 
+101^00 667 I 
— 1,050 550 
+4 635 290 
+10 088 388' 
+130 0.000 L5B0 I 
-10 42701980 ' 
-20 8990 *910 I 
__1950 620 
_ 0*1 460 : 
-71910 332! 
-231.300 832 
+20 1990 762 
+3 184 64 


158.808 +600 1GJ09 B79M 05 552 
2935 +35 3,840 2.37b 12 18.7 


to 1935 -81975 889 __ 7.1 Etac«4 478 

COW*, 59K -28 6500 3.1®! 19 399 SSfcR 123 

IBP 18890-190 331 1*802 49 112 SocBn 1,107 +281236 582 19189 

Kaaeok 1925 -20 2.470 841 79 49 SoWAI 4^S0 +225 <470 UU ffiS4S.S 


550 MS 3.1 202 
1 14130 88.10 20 204 


sapsp 1.073 +331980 818 „ _ SornnA 
7W»k 8.701 -199 9900 7,126 B9 189 


DBHARK (Mar 25 J Kl] 


K& +15 8GS 700 19 1<7 HSS+ 
385 ._ 388 200 19 17.1 SE® 

*25 +3 51018723 29 BJ) “£? 

440 +3 450 325 08 226 

448 +7 476 330 09269 SS, 


SmoM 272 +7190773*016521) 19 242 
929 +28 030 GOO 19 409 

620 -32 888 542 09 419 

3900 +40 3,855 1910 0-B _ 

745 -24 an 561 19 22J 

nxoCSF 25190 +1.59 255 143 1.1 40.4 
750 +12 7544SS9J 172*7 

768 +28 7GB S23 39 252 

901 +« 1.100 586 29 155 

mx, 438 +290 475 381 3910.1 

UldQOr 10390 -1 12960 7499 S3 17.0 

VdSD 553 +15 58832*40 £2 329 

MAcf 47D -890 510 308 19 18.7 




CMarnS 174 +1 IBS 143 0 9 239 

CHtara 33794 +2231 051 680 04 429 

C00M1 1908.70 +M.70 1900 850 1.7113 - ■ 

CUst 605 +10 GOB 426 09 385 BERMAUT (M» 25 / DmJ 

D$12A 335900 +5900 MUMS 17U00 02 — 

^340^ +*»9^,^ 03*6 4^0 +354^02040 25^ 

SsriMuiS +35SSS SSU SS +i^2au8nSS u Si 

te®* « +3BM SM 19 12.1 2“ ^g“SS",S SSu 

J3 *? IS .2 BASF 7535 +1.1375,75 5395 2.7 17.1 


Rockwell Automation 
is leading the 
development of advanced 
superconducting motors. 


-a 2985 1906 ' 
+2 487 307 
+10 831 3«7 
+7 1 . 840 1.121 
I +5 £238 1.155 
-80 3.196 1.710 I 
+91910 BIS 
.. 3900 UOit 
+2 070 781 
I +90 27513350 I 
_ 1973 850 
+9 76850 mSS 
+5 1.610 6 GS I 
l +290 305 15826 
i + 67.750 5975 
I +26 £ 0402900 , 
i *04 £955 19 70 : 
+14 840 526 ! 
- 5 1,220 615 
-6 1.480 1938 
+4 290 212 
i + 43 1.745 781 
t +590 350 1(1125 
-20 3900 1976 
+400 - 7 JBSS 4920 I 
I +40 3 JM 0 2,170 ' 
+07 2925 1913 
+48 2 JT 5 1,708 I 
’ *4B £774 I, M 2 i 

+26 2900 1.630 ! 
-14 1980 BBS 
-MSfeM 2 »! 
! +41 2350 1360 

I +10 BIS 415 ' 


S 301 -5 786 222 

CD 668 +141.090 420 
JVC I960 _ 1,780 1910 I 

*3mV 116 _ 240 52 

JM. 471 -15 &4B 332 

t IBI +3 316 101 

101 -3 330 85 

M7 +1 1,430 587 

eoi.ooo-3Bjn)aunmw 

JONH? 457.000 -2900 mm ejju® 
JstiUH 105 +4 256 87 

JpSbB 360 +17 672 260 

JPlcomflB4900 +MJ0D 1W SHUB 
JT B30JK0 -EMt UU» HE2BJ 

« -4 IS S 

Jutto 2370*6 +20 <570 1920 


+10 0900 7^0 1 
-13 1,730 782 


173083 FrbwT 
H 5488 DkMi | 
■12106 GBMLHx 
481261 SmcCI 


1542238 MifC 
100 HnS»> 


KDD 49M1 -180 8910 4.200 
Kragma 747 +32 64B 801 


ShBQl 29S0 

a w 

13M 


Ktim* 44 S -40 713 277 ! 

reKSi 411 -20 833 230 

HxMa 830 - 20 1900 621 

AlW 135 .. M ■ 

Kanotal 705 -S 7*2 483 

nrnni 173 _ 380 80 

MttB 2.M -100 Z34B ZJXU : 

KsaPn 3 G 7 -1 510 258 

Kao 1.700 +20 1960 1370 1 

KMtar 284 +1 581 190 ' 

KaaOD 213 -7 270 12 D 

KxnSS SH -4 301 141 ' 

KR; fi t 466 +3 IS 7 437 

KotaT ECO +12 609 476 

» 7 -^3 


*£& 


il 


1310 + 101 , 7*01960 
716 +12 750 058 i 


-46617,73010900 I 
— 3.180 £300 I 
+2O39SO2J0O ! 
+3 610 480 ; 
+121.012 689 
+3 2SS90 14590 I 
+142.1701916 I 


KMH 716 +12 750 

ma 1,1 tea _ i960 
KMxfit 113 -4 248 


usa i 


-4 248 91 

+22 040 430 
-SO 2920 1,050 
_ 3,130 19S0 I 
-eo 085 4M 


+20 1900 676 
-4 2.7431970 
-SB 2980 1.4S0 
-290 B2.75 5795 ; 
+2 033 84S 
+7 1989 570 
-4 *448 2M 
+12 527 219 ; 
+27 X3761961 I 
+2 2S5 106 
+80 2.484 1J230 ! 
7,53 Z70 ' 
008 433 I 


H9B | j ™ im 70 Ik's MSF 7X35 +1.13 75,75 5395 2.7 17.1 
25 ^ S2 ISnSlSx B*** 8 * 7900 -151,435 790 1.1 3*7 

g*. SS ■* 3 5 1S2 BWon 42J£ +1 JO S1JW 32-03 29 _ 

““f 1 7“ *2 7* “7Ja.1 8478 +156 8495 58.70 29 209 

SS* ?SS + ;?S 3S IS MS-2 B<K +X6005.105090 19 059 

S®. ?£ Si »** £)1D -10 £1*0 1.000 09 «£3 


^ Rockwell 


taHL 7,700 s 7,7g I960 79179 BqmV 12590 +512670 8267 19 419 

iSSE 21S *5 600 liill B-Cdor 0190 +2 0850 70-00 1.1 34.7 

nctu 845 +17 845633*0 09 2X7 R+XCr bpjo -90 6290 37.70 19 389, 


731 +8 820 G28 _ 

??8 -3 382 257 13 159 

585 _ 601 394 24 21.7 

1,110 +101,121 376 03 37.7 Kprl 
218 -8 284 IB 2.7 159 Mto 


SAEOM 124 +2-31 1288490 29159 
SknOb 47691 -.70 522 160 _ _ 


FMUHXUarS/Mka) 


77 »*5 B31*D DG g.7 BwKr 8290 -90 8290 37.70 12 369 

"5 240 1M 1.7 264 BHFBk 5X49 +94 609041.60 29319 

5640 -.10 3190 <6 29179 

1B7£S +7.10 7» JSi222S 

CdPrT 1065® -90 234 125 1.1 _ *1- W UxM HE 

-8 284 165 2.7 159 CaMSu 225*0 - 3 HI 7*7 SO 141 09 309 

-0 305 240143 159 cmd* 8BJS +1 70 7X20 «30 <1 319 MOBk> 26900 +6002790012100 1.0 3X1 

1900 +21 13009599* 1930.7 cnksx 630 _ 670 M3 19422 MM9M 11980 *22513900 6,470 13 322 

.183 +I019W BOS 19309 canht 4890 +05 50903X30 19282 MkdMC 2X750 +4803*9009910 09*99 

124 +291 1288490 29159 MJ» 211 -M 220 130 29 _ WxiMI 2610 +60 2945 1608 09 S4.1 

17490 +150 17450 1093B 09 329 ikxxRs 1.728 +281.750 561 8.7 27.4 

10890 +290 110 66.45 1.42X8 0»nl £475 +60290655899 — _ 

_ 9525 +195 1*5 7190 _ — PM 5,430 +205 5JOO 29W 19 309 

140+2*0 1*B 8X00 19 329 PbSpx 6.300 +450 6900X540 19 221 

4 UK -90 4495 2205 29 3X3 RmA Z.1TS -7D2980 455 _ _ 

.. .— 1299 +94 17951230 „ 1.1 RASH 20.150 +3102X800 8950 20 239 

*5 MO ® DkflMk 13490 _. IBS 12S19179 MS 2EJS0 +7SOZ7.4SO 12SB5 19319 

25 US 323 29109 Da«b 7020 +90 7790 S320 29 2X8 PSasK 10.010 +345 18,0)7,038 1.1 519 

♦fi ®) 1I5HS2 53* 34-10 +.10 _ 4* 28.40 191X4 8AI 2X050 +5028.70811380 09 502 

— 430 MO 0.4 09 DraBk SO90 +290 0090 53.66 1.7 27.4 jaIHi 1X065 -21518305 4910 19 319 

348 +1 -36* 220 — - SM 19B8 -11940 E«9 _ _ 

31890 +90 3S0 238 55 — BMpan 11.135 -23511990 7980 13259 

2X86 +JS 3X10 21.10 19153 SPsXo 23900 +7002*30010910 122X8 

IBB ._ 815 Sm 19 173 6M “ " “* *“ 

OEAW 88X20 -490 714 SSO 19213 SeaEf 

50 120 8X10 — 3XS GEH£ 106 +1 128 H7.15 12 2X4 sm . 


http:, "www.rockwell.com 




TOMET War 2S/7R Da) 


+/- Mm law n 
ramiGAL (Mar 25 / Escudo} 


Attack 17950 -.20750X300 ! 

AnlcAS 1X000 +7502650012320 

cna 61X000 riojm rum wn 


tofto m +6 804 543 

KoynS 672 +21 1930 4S7 

kSm +9 813 278 

KwGun n -s 2 rr? m 

Koto 343 +8 330 138 

Kmra 1,170 +201,190 066 1 
mm 338 -8 542 240 I 

Kata 1910 -30 X4801930 
ic tan XBSO -asoiOianxsw I 
KttoSi 170 +5 2SSJ 55 

l«MH 628 +3 888 492 

fyfTm 1930 -402300 1320: 

IMAM 1900 +20V401970I 
LfanCd *Sxi -7 647 355 

LnTnSr 2SS -19 622 147 ! 

tfnda 428 -13 722 zm : 

HUM BK -141910 572i 
Mafclx 1,400 +30 1940 064 

Mibart 382 +1 525 177 

M1UF 345 +2 568 260 

■ram 177 +4 313 104 

■knl 297QM -1023701.700 


as f 

B2M 
X1G0 


-5 735 2K : 
+10 39002960 1 
+1B B40 514 
-20 29001960 I 
+1013101910 l 
-1 1,150 688 I 
_ 1B6 86 

+3 736 400 
-3 322 07 

+11 430 106 
+14 448 171 ! 
-44 1,140 5i2 ' 

— £0001900 
+0 SH 320 

+100 ttJGO B3M I 
+2 648 312 
+56 ftS3 im 

-3019501.100 l 

-8 544 227 
+22 1.166 600 I 

— 29201970 I 
+101.400 545 

+3 470 303 I 
_ 279 75 

+8 075 578 I 
-4 339 135 
+12 866 360 
-4 370 131 ! 
+201.080 675 I 

— 650 474 

SOI JDS 578 I 
+1 714 441 ' 

-10 1920 1910 I 


(Mar25/ft*tah) 


1900 +125 4.450 87S 33 X4 
59) —28X175 230 42 S3 


amd 550 —26 £175 230 43 59 
BkHn 500 -25 1 97S 400 — XS 
(Mr 1.77S -100 2973 1.760X1 2X8 
HMSanV X776 +76 11960 X4M X? 1X4 

kxKPP 2925 -75X200 S25 1.7 2<T 


Mnn BED 197G 276 X4 39 

Km& 000 +S0 £500 475 X4 X0 


Tdkon X62S -10)59752960 1.1 233 
l/Tact 1975 +2OOX7O0 330 709 30 


MLM5UNar2S/irffl) 


19550 iraaaA 
5332S NradaF 
808409 NmiSdll 
1253542 WbTMx 
1787017 Nona 
10700 IkancE 
168803 Don 
32160 OManA 
316121 PocoP ■ 
12)229 PtOOP* 
1030092 PHCttX 
■74945 nbra 




-0011800 6900 ' 
+2 543 1 61 
+110 3900 X630 
+2 417 WO 
+28 302 432 
+21.700 887 
-70 X880£450 
+41,070 609 
-2 567 220 
+11 SO 0 272 
-2 «S 138 
-13 563 150 
+1 260 40 

+3 560 400 
-S3 B50 200 
_ 85S5 411 


28? 

+2 

28915757 _ 

256 

+3 

26113781 — — 

IBS 

+b 

191 

155 241X8 

84X57 +X578BB4B 

310 24 5X7 

1JIQ 

-201453 

IBS -.174 

570 

+5 

880 

333 XI XB 

5B20 

+25 

585 

323 £81X8 

486 

+b 

631 

414 22 234 

420 

— 

<30 

240 a*SZ4 


17<80 +X50 17450 10930 09 329 ttwft 
108.50 +230 1106X46 14 2X8 DM 
05£5+195 145 7150 _ — Bn* 


140+X40 1408X00 13 329 PbSpi 
1196 -30 4493 2X05 29 3X3 RanA 


1699 +%74 1795 1X10 — 1.1 RASF 
13490 158 12S 15 172 MS 

7030 +30 7790 SX20 £0 2X8 Rtaas 
3X10 +.10 442X40 19 1X4 SA1 


348 +1 

31X50 +90 


BCD PI 7,415 
BCRxt 8930 
BESant 89ra 
BcP85M <400 
BxacTA XBBB 

Ckniar 6930 

Baop 4984 
UodCrt 12950 
PKkn 10949 
Saokw XBB5 
ItM 2X700 
itakar £*75 


+73 7,470 2920 
+140 £830 £401 
+2708396 3,103 
+1BS 1.44B 1935 
+174 XBBB X374 
+*5-79503950 
+1B -4600X700 
+611X480 X210 
+241 11325 8900 
+105 9900 5336 
+251 90300 12900 
+363900X50! 


GfBBIr 2X500 +190O 27 JP 17350 I 
HKHU 37900c +500H 


PtUifcs 152,000 +5900 HUHM2J0D 
Tftdia 9900 +10014900X774, 


%& 

TatdMfl 
TWCrp 
Tbdram 128 
TaMhv 438 
TackCp 636 
Tool 660 

TMW 1490M 
Tt4ikS> 1 9*0 
TbdBk 859 
1MO SOM 
TaMco 275 


-20017961 II 
-30 £130 1 


ram* 9900 +10014900x774 

IMF 11930 +260 17900 4971 


TlrtHY 14900 +mo resniuoo 
_ „ tmmb 7soj3oa-nmnm«ua 1 


Mma 1.160 +40 1.JB0 1/ 
IMaKo 3,180 +20 4900 8J 
IWWV 497 +1 133 • 

eoa M +3 956 ' 


PACIRC 

JAPM|Rv2S/YBr4 


AIMrA 10X30 +90 120 0X10 385 G£H£ 


835 +2S 963 439 _ _ 
659 +15 665 277 „ _ 
12950 +70 12970 9930 4.1 175 


SPM(Mir2S/PBD 


ANOA1019M +l.7010<aS77 : n 2J X4 gnm 2X2® *90 W 21 1.8319 SMMP 2956 +00X03)1936X12X2 
tom 3S3 +7 370 255 lit 239 BUM* 655 -10 WO 562 19 7<2 SoSkl 1097S -SS 1X150X185 15 2X2 


353 +7 370 256 19 2X8 Bwtei 
350 -2 303 250 19 2X3 QnAPf 
55 +190 5X00 38 <0 B4 KM DM 


5490 +90 3690 3890 49 B9 MW 

34 ._ SB 34 19219 mm®, 

Fknkl 257 -1 20511X10 19 14X MM 

Flak K 70m _ TOO 400 1.7 259 MB 

turn 298 +730650 191 29 199 Mcoa 

HIM K 200 +2 300 HO XI 1X1 HTtat 

kabA 33B +e 340 160 19 277 warn 

■Mia 5790 +1J0 SB 4X30 39 129 HBfBo* 

AM 0990 +196 02 67 39 1X3 Hona 

KanB 780 +£0 7B0 GB3 19 _ KB 

Koncm 247 +2 281 163 15 2X7 |fS 

MnaA 3X00 +1.40 K10 1X30 29 K7 M Wk 
aUW >190 +150 32 1X60 £8 139 Jnrtfl 

Uttal 142W S 186 120 15 315 Ka&L5 

Mam 137*6 __ IBB 11326 2-0 2X1 KafOl 

IMaSA 019016 .... 55 SU1M M* ... — - 

MeMSB sa20B -£S0 SO 3450 X811J mcMM 14X70 +1.70 148 1 

NaEta 160+150 180 110 19 179 KWPr 4890 -150 -5350 «. 


HgMaAG0390U +1SH 
IWdaH 60*n) +22 

OffMA IK +2 

OtVWB 171 -3 

OnnmA 7190 +1.70 

Srtl* 9£50 +1 


SS 551-535 fter® -to era m ij ju saaa ixzn -ssixwxibs is235 

go +£20 575 420 39179 SbatKa 26900 -31901290 

508 -4 312 440 29 3X5 yu a 523 +95 0965 4966 08 ._ 

♦« - <7b «} 192X0 TOS » +4BX1M2^ 14 5X0 

.JS »«»!£ ^ if 3 Tacs<» xeeo +ao 6.4002900 as i«9 

13490 +290 Djn B3 1.12S5 TaMcra 1<Z7D +248 14SSD 7.1 15 _. 4X3 

-4*® „S ?5„-S ItonS* 1X720 +30010950 3930 —3£7 
IfS T-S^oSSS™ if??'? 1®™ P ' 1X065 +1DSUUB0aU«29 159 
n ~® ^ 5X70 £1 Zil TwRsp 18930 +440 1B9» 7980 29 1X5 

<2 in'SaSila'i te* 36900 +4U37XB 6fflB 1531.4 
U +1 7X» 4XGO 29 4X9 Uelcam iajw +J0 1090011,120 XB 539 

3790 +56 *33 aHii «*»" xbbo +im ix*n <200 X3 2U 

64,70 —JO B2 44.10 X7 345 

413 —1 513 956 25219 ... —I — ■ If—— rtinr*?*) I DiT \ 

304 ._ 314 215 0.7 — KihBXAUJS (MBT a I MX) 

20X60 +JS2W130125J3 -889 

TO J TO 5M1I ' ABHAm 4090 +1.40 S290 28 BO XI 215 
56 34^X8115 l+orn +1 7D IS Yob “ AEGON* 24850 -X70 26512)60 19 31 4 

19175 SS? -150 -53» 4X1D Z Z ASMU 107.10 +290 71131)7290 -829 

era 278 12 27 J KrnppF 33190 -790 400300a 25139 l5D ^ ~^° 1?” 

®r& 82 S \s siiff »■ «s-SHa a ® 

c ■ 8155 +£75 7750 50.90 £8 21.1 *kMW 3^90 +^13*5«HJ0a — 

1510 -411935 *811-5 2X4 BaWJO 9970 — •«3® 30-H _ __ 

3X15 +VSS ■« *VK _ ~ BobQB 3490 -.10 4X70 29 X7 149 

58X 0 3 10 sea 444 X4 249 BnfMH 35 +60 43 30.70 X8119 

4« *5 Sai _ C8M 10X90 -.10 114 B£40 1.7 219 

BBO ass x« _ iramm 1981 +53 1^4 raa) , £52- ,i*2 31 


AGFUnF 2525 
Accna 32,480 
AMb 2900 
Mim 2X840 
Amu 2980 
Agnaar 7joo 


Aom 1900 
•Sm 20.700 


-25X3551590 I 
+48033.0000510 I 
-5 ■25001930 
+15020906 10500 
— 2900 i.ain : 
+J» 79» me I 
+301.770 520 
+74021.000 IXffiO i 


AoanM X380 
BAMM 36900 
BATH X400 
Bar 7,480 
BCH S.03DJT 
BR«* 14950 
BSan 7930 
X38S 
Baikal 10920 
CEPSA 5950 


+26X4601905 
+1900 469)01X500 
+30 X400 X520 
+100 7/490 JIM 
+eo £020 unD 
+62015300X235 
♦200 7760 UU 
+40 X4001970 
+140 11900 6960 ■ 
+20 69503905 


AMrSk 194a 

3 S 5 - 

AMN 760 

jiraa 1920 

Aswan Big 
MW 1530 
AndoCn 302 
AMM 1550 
AoUCp 106 
1180 
XGdohi 

ABMk 547 
AlttBr 1,7603 


16211796 <4 219 Laktt 
106 61 29 1XB Linda 


0£5O +1 113 77 49 2X2 LUttn 

271 +3 277 120 1-1 189 MAN 

aao sa m 3X a.* _ man 

835 -3S -080 366 09 MttOW 

Be +i las re i3 io.i mra 

4496 *90 50 30 4.5 XB Man* 

210 -1 23310X75 £7 518 Wk 

34.59 +90 50 2090 -- _ Motel 

470 — 496 273 IB 31.1 MsfcOI 

460 +10 4«0 2flG £0 30.4 MuaTBa 

35 +90 38 2890 XB 21.1 Noctfi 


125 79 39 1X1 Uanter 1910 +5 1980 887 19 MD OgGoo 131 90 +£90 T3XH M 1 9 BT 7 

SB 30 49 9.B Man* 7590 +90 77.45 55.10 1 J 2X7 JJ990 +3*^ 49 7.7 


38.02 +07 4390 3060X5 1X2 DaccP* 11390-290 124 8579 25 — 

ram +2unSSS 19247 tve osa +90B3.40 3 ijd u ixb 

mS +5 K4S97 19 _ HsbpT 3*0 +903X402890 XB 249 

701 -7 856 388 X2 509 FAnaOB 18090 +23013000 B3 19 209 


Sc n is £§ ^xSSi^ii 65 " asr 1 ^ ts^gsusi 

ssar^ss ’ssisii n ^ ^ 

w 1.12 +92 T+« 0.70 _ -- 9 Bom -790 ^ » 4«a“ +8OT ^ tS Ux.7 

RIME BB.10 +A)i(OB5 84m 19425 *’ c ' 

mnGEPtarzs/Ffx) .««» **"H8*® Uf* 

m *rn 42.70 H 44 2020 19 2X6 

SU sa i *J»i Ia"“ SS tB -aSSSHu.ii 

AHIO 1972 *9! 906 3? J-5 S3 55r^ -in! M 1 1 3fU) rau 8520 +1.70 90.40 53.40 12 289 


CBara 1,750 
Crtta 117G0 
Door 191G 

n«kB 3.400 
EtooAfl 3260 
BVte 6220 
Bttrtr 3920 
EMhtB 3,708 
Gaan 9.7S0 
1X840 
2965 
HBCan 7940 
bank £500 
Xotpa 12900 
Uapttt 5980 
Wmn BJ050 
RW 17970 
Plm 2929 


3900 1900 1 

+1S0 K2M XB10 
+15 UBO 1.428 
+180 59» X110 ' 
+*Q 3.400 £005 I 
+60X360 <000 
-IS 4.000 2230 ' 
+5 1785 2,700 ! 
+200 9,970 3J80 I 
+4013980 7,0711 ' 
+5 X3301.430 < 
+10 79M 4.785 ! 
-10 2960 1945 ! 
—*60149008)450 - 
+450X0*0 £855 
+450 1100 IH I 




»w 

BftkM 1940 
BqaPD 1,740 


Dm XSOOM 
Canons l.DOtn) 
CaabC 1,180 
CwAi 241 


+10 1930 1230 i 
-201960 050 
+10 «8 
+8 634 

— I.7B01910 ' 

+8 1930 38Q i 
-SO I960 040 
+7 4K 11* : 
+20 19M 08O i 
-1 177 77 

+14049701940 
+80 <120 1940 
-131960 403 
-BO X110 1.190 l 
-10 7B6 <00 
-81210 470 
+7 844 200 I 
-8 436 
+3 248 — 

S 403 142 ! 
-30 2900 1.460 I 
•2D 2240 1500 I 
- 3990 2.160 I 
+38610250 
+130 4980X600 l 
-e 741 370 I 
-6 837 423 ' 
+10 3920 2,480 I 


+90X63015® ' 
-101260 701 
+1 330 IDO 

-4 330 14*1 

-a ra» ms 

+« 48* 165 
-9 686 120 
+9 563 358 

— 2230 1.0® : 
-141.080 570 

— 22401900 ! 

-is era 1B7 
-71JHD ©ss I 

— 6*0 106 : 

+12 481 1B0 : 

+6 385 130 ! 
-5 014 472 ! 
-9 1JB80 530 ! 
-10 1920 6°6) 
-30 22201510 
-0 1,180 461 
-7 470 89 

+7 60* 261 
+3 64* 221 

+10 842 388 
-10 29001968 
— 420 130 
-6 7BJ 370 
+1 722 <U 
-16 681 130 

-1019°° 388 



nasal 7960 
SWAGE 378 


+17O1X00QXO3O I 
+135 3970 1910 
+36 MOO 6290 
+10 387 197 
+10 773 428 
+140 7/504JM) I 
-3001X600 6980 1 
+310 7200 35)45 
ID 2236 1.130 


fflUGEfltarZS/Ffx) 


41 -90 4X70 36.60 39 11 J 
10X50 +£40 U230 73.60 32 73 
B6 -1 09 8790 19179 

117.10-1.40 137 0230 19 Z7J3 
12X50 +£80 123*0 65 19 2X9 

65.13 - 6X13 6395 _ - 

7220 -90 7X40 S3J0 £2 1X4 


TS 713 S47*S> Sid! - Mm 7£30 -90 7X40 6X70 22 1X4 

i 48 sr^ sats-sssiiffi 

*s^ IIIH tss is aaasiffs sss, %% s & 


"into 729 
BOOM 7260 
IkbacA 17930 
TMaki 7980 
UIFM £103 
uraa xoas 
vwca> 2978 
Mn 5.700 
Watei X3W 
2M0 5910 


CamOC 
IToaC 277 

DaktoS 266 


Baft* — 
IMKB 1.D00 
PGUP 19B0 
B17 


+26 3975 1,700 1 
+20 59« 1100 I 

-310 X760 

-40 5930 


,t£ SSkmiJibs SS j£i -7 *002Sfeffl JS l*M ABB 14B +.601*8*011450 £0 K. 1 

19 1B9 fS-rS i VW +3*0 H.1S1 11210 12 27.1 KNOyCl 4890 -.40 74 4090 £5 M-1 

,467 +1790 m.*0 219 12169 12 e +490 1313D as.12 12 27.1 74.60 +1.10 7520 46 10 09 329 

1 SB2.SSSJSaS 

s s r, s sisssssv s *ssasjss« 

1JB “os _ W* S -3 «6 17250 1-7 . - Paam 1DXW -a.l012BH8|ra 09 »A 


m»n 378*1 
DMA* 422 
MWb 830 
MN* £108 
DNpTter — 


aren 0fer 25 /Krona) 


3.^ +S <571 X730 X8 372 T&*. 41 X® -90 450 343 £4 IM 


103 +490 104 5520 09 4X1 


AB8AA 109.50 +1 12790 K 19 472 — 

ABB 8 10790 +190 128 7X90 20 462 DamJp XllOrt 

AQAA 11390 +£50 125 87 £0 2S2 Daw 2930 

MAB 107 +2 1223) 9290 £8 23.7 OcwliFM «M 

Madron 221 -1 2BD IBB 29 349 Praa m 380 


352 -ID 473 206 
438 +18 579 306 

4BB +0 670 «S 

608* +14 646 3M 

UoaCC 1920* +30 19301,440 

Mnabaa 1930 +20193) 077 

Koala 788 +8 803 533 . 

ira* *n 47i -* reo 335 : 

MCtam 2BB -2 «B 13B 

MDCnp I960 +501)400 B20i 
IA0Kt 330 +15 760 283 

HUE* 19«0 -10 1960 1570 I 
mom 385 ST SUB a® 

5BB -5 884 455 ! 

1,650 +1019201520 1 

284 +1 401 IBS 

365 +3 B48 355 

ass -4 BSS 16B 
323 +13 R? >53 
327 -8 485 120 

386 *6 Sffi 262 ■ 

.... an - 430 im 

wire i2E3 -*19701900 1 

■ 306 -5 625 256 

320 +1 ttCT 163 

an +i3 i.i4o saa i 
118 284 68 

M4Fud 1^ +101, BBO IJffiO I 

Udfar 602 +2 856 550 

MimS 544 +8 5« 4521 

MCOtt 236 +2 273 136 

MkSok BK +15 860 275 ' 
UKTrs 348 -21 sas IS® ■ 
Mart 415* +7 HO 315 ’ 

UtMnB 1900 -40 3960 1.TSfl 
Uir 2*8 +13 400 105 i 

kbSpn 478 —3 786 M! 

Mood’ll 607 -51.139 480 1 

UnortA 303 +5 470 2BS " 

MsiiS 19W -oo iju -l.ira 1 
UoMai 3960 +20 6900 3590 I 

meal wo* +201920 760 : 
hSc 1590 -10 1.K01540 1 
uoxa 1520 — 1,530 B71 I 

fffiKSn 001 - 22 1930 707- 

IMKEp 384 +0 631 336 

*— 141 +1 280 B2 ! 

72* -66 876 542 I 

512 +19 SOS 283 1 
*13 +13 671 2B0 1 

NctdFu m -1 m im - 

270 +1 433 Si 

611 +8 025 308 ‘ 

400 +9 488 426 - 

1.130 -30 1980 815 1 

104 -11 232 71 

344 +s era 228 : 

Moca 338 +17 620 IBS 1 

Madia 214 +8 307 108 

MnPk 363 +3 683 270 i 

Moat 114 _ MB 30 

Madras 430 -36 788 307 ‘ 

Man 1.150 -lOUfflUffll 
mm 10.100 *.5 ESb920: 

WCrflk 164 -1 306 88 

212* +8 348 101 - 

I960 +3O£»0T5BOt 



-80X130 1900 
-401940 530 
+12 52S 173 
-6 386 102 
+90 1940 f 920 
-8 653 203 
-30 2580 1900 
-101980 800 

3^35 

-1 321 250 


+90 23 1.49 ! 

+96 £21 092 
+02 X20 0JS1 
_ 695 £50 
-96 B 195 

o 2X50 3.7B ; 
_ X7B 038 
+90 1790 7 JO 
-92 £40 X1B < 
+98 490 £87 ! 
+94 13. BO £74 ■ 
-91 <40 060 : 
+5D 1490 £68 ‘ 
+97 330 0 *6 
_ 1X70 690 
+94 <84 sm 
_ 6-70 fiB3 ■ 
_ A70 198 
_ ABC £33 
+.10 2X25 8 ' 

+92 192 0.40 ‘ 
+92 790 X74 I 
„ £30 0-35 ( 
_ SuH man 
-.21901X30 I 
+95 7Jfc 498 ! 
*35 12 895 

+.10 1890 197! 
-92 294 096 ! 

xs) I.® : 

+96 <40 096 
+.1B1190 <96! 

_ 37.75 1X70 I 
-.10 120 <10 i 
-98 X15 £30 
+93 398 090 i 
+98 SAB 190 1 
— 1390 105 ' 
+951140 550 ' 
+.18 2220 190 


111439 RojOnk 
84128 HoaMM* 
1587BB SNC-Laa 
■|«400 GKTdH 

6723 SXwA 

5000 Saaazj 

™B400 Scaiicl 
601260 SHflreil 
110063 SoanCj 
60315 ShoMl 
186068 Sink I 
mi nn Smwal 
21700 SmdUal 


■ 1O3B0 Sp*Aa 
18288B S&CB 

282413 sunar 
381270 Trttfl* 
2S8SB2 TO02d 
360250 T*l£ 

£^SSa B a 

ammsHH 


TkSM 1900* 

TkaCar 237 


Tknai 870* 

■ " 

702 

■H+ua S27 
TaMWa 
TkMPI 
Toart 
TcnCp 1980 
IMP 1,030 
TofCCa 228 

W HS 

TojoKa 148 
TkiwSlc 3.1 70 
TyolaM 3910 
ToyOTfl 316 
loyaTB 845 

Tama sa* 
TaC&Mn 454 
• 172 


«W 1AM 
YartaC 1JB0 
YtealaM 810 
Ymncftl 2960 

YaaHai i^w 
IknrtBB 1930 
Yarnw 1580 


varan w 
VMnttl 344 
YomUKl 376 
Vamp* 760 
Araa 220 
330 


-81530 402 
+101980 1.0* 

— 257 78 

+15 726 461 I 
+11 485 173 

£ §E 

+401,480 618! 
-10 1560 1,400 I 

— 841 607 
-S 7B7 500 

448 250 I 
-18 586 265 ! 
-9 420 100 ■ 
-80 312801.100 
-1,550 755 
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119 +31X5 5 
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61 +1 81383 
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634 -16 966 5m 
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1.11 
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UUEno 130 
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+95 £50 
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+.12 X40 
+04 1.08 
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292 XI 1X8 
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0.49 XI _ 
1.45 13 493 
1.18 £8 143 
138 XI 1B3 
0.48 39 2X8 
XB 1.7 11 J 
£78 131X7 
190 431X2 
0.0 63 53 
130 13 XI 
175 £7 2X1 
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1130 23 2X5 
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1.40 02 10.7 
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0.75 £0 <1 
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+1 -86 41.70 

+35 75151524 
—.10 7310 KB2 
+96 -£78 237 
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+.60 -C3C TRIM : 
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—90 -ZOa 12)50 
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_ "Sian sa 
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sann AFKCk (Mar 25 /Rml) 
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+382XSS1ZB0 4.7 XI 
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BrteM 093* 
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FT/S&P ACTUARIES WORLD INDICES 


Emerging markets: p 


■n» FTISW Aesmn VtoM Wdk» m omoea by FTSE Hanadtaart LkniwL OOdmaa. Sadu i to. a ad San danl 
« Actual Nrtwm Saw** UX — » m-tamaa °M» laftra 

MMTimuu MMlirr — TOBOAtMAKMMiaBB 

US Dart Row* local ^ 

Drta- CWnpa Sfentng VBn DM Curacy % dig 

ggS % ta* MW into ma» ra fcy 


X Rx>*6. Tbe Mess are conpM by FTSE Inlemdlonst and S&ndKd X Rxrt to avfraction wHh the IFC HWBsMsfe fndlC8S 


MOHDAV (BAflCM 23 1908 - 

US Pound 

MW Bterfng Van DM 

Men Into latex katex 
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Local 
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Into Ugh Low 


!*»*■ K Ckg 
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Ranee (79) 
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PtofippMas (22) 
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Sw fljBrtand (31) 
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21830 
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244.03 

504.62 
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289.11 

26691 

25858 
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51707 

15X32 
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220.03 
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48195 
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_____ 292-45 
_37290 
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39494 
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214.43 

—.21299 
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190.46 17797 204.74 20498 
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234.60 21896 25229 55396 

21X91 20197 232.10 S0.93 
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324 64 30293 34898 42796 
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47.62 4495 51.19 28299 
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34891 324.93 37596 384 58 
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39990 37188 42X24 45199 
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3 4X23 31X84 385.73 378.42 
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_ 140 S3 44 
-.07 £3S OJ» _ _ 
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_ 0.72 BA* £3 mfl 
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_ £63 2J5 £2 __ 
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+07 12.09 X41 24 _ 

|£ 
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-.10 0^ 145 _2£3 
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-20ZL35 900 OJ 104 
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+04017140 10U0 £5 144 
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-04 +03 
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-11 +1U 
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SUM £02* 
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ms 
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a 
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US INDICES 
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10MB 101.09 ME48 sug 

flanffiB (WOT7) (15/1/96) (1/10/BI) 
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FRANCE 
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Low inflation drives bourses to new peaks 


w^gye^ . 

New peaks are being reached 
in financial markets so often 
these days that the authors 
of the Guinness Book of 
Records must be developing 
writer's cramp, unites Philip 
Coggan. 

The flnnnnnwnnorit by the 

European Union that the 
expected 11 countries had 
qualified for a single cur- 
rency hardly came as a sur- 
prise to the market, but did 
nothing to disturb w*** bulls. 


A batch of European mar- 
kets readied all-time highs 
including Amsterdam, Brus- 
sels, Copenhagen. Dublin, 
Frankfurt, Milan, Madrid, 
Paris and Zurich. 

Low inflation has been one 
of the factors hPiprng equity 
markets to reach new highs 
and it has also pushed up 
bond prices; the yield cm the 
10-year German bund dipped 
to a historic low (since 

records began In the 196Qs) 
yesterday. 

With interest rates and 


bond yields low, equity valu- 
ations have also been 
stretched. The UK market 
offers its lowest dividend 
yield since the first world 
war. And the US market is 
now more hi g hl y priced, rel- 
ative to profits, than it has 
ever been. 

The historic price-earnings 
ratio of the S&P 500 has 
reached 27.8, Hghw than at 
market peaks such as 1987 or 
1972 higher flwn in 1992 

when the recession tempo- 
rarily depressed earnings. 


Even counting on earnings 
growth does not resolve the 
valuation issue. EBES, the 
financial information com- 
pany. also says that the pro- 
spective price-eamings ratio 
on the S&P 500 index is the 
highest since the second 
world war. 

There have been adjust- 
ments made to the previ- 
ously rather rosy consensus 
view of earnings growth in 
the US. According to IBES, 
bottom-up forecasts (those 
made by individual company 


analysts) for 1998 earnings 
were reduced by L6 per cent 
in February, the largest 
monthly riw.Knw for nearly 
five years. 

Even so, at growth of 1L5 
per cent, the bottom-up pre- 
diction is well ahead of the 
7.7 per cent forecast by the 
top-down strategists. That 
suggests many earnings dis- 
appointments from the US 
corporate sector in coming 
months. 

Still, if US investors get- 
tired of local companies. 


they may turn their atten- 
tion to Chinese stocks. The 
chairman of the New York 
Stock Exchange said yester- 
day he expected a rapid rise 
in the number of Chinese 
companies listing on the US 
market; his remarks, made 
on a visit to the Shanghai 
Stock Exchange, followed an 
announcement from Yan- 
zhou Coal Mining that ft was 
opting for a dual listing in 
New York and Hong Kong. 

London market, Pago 30 


EMERGING MARKET TOCUS 

Good buying 
on the bad days 


Tech sector 
leads US 
shares higher 


Paris shatters 3,800 barrier 


AMBUCAS 


Strong demand for 
technology shares, sparked 
by bullish comments from 
software leader Microsoft, 
set a firm start to US equi- 
ties. writes John Labate m 
New York. 

By early afternoon the 
Dow Janes Industrial Aver- 
age was hitting rectard highs, 
gaining 89.13 to 8,937.57. The 
broader Standard & Poor's 
500 Index rose 5.13 to 
1,110.78. The sharpest gains 
came from tech shares 
which sent the Nasdaq com- 
posite index up 21.33 or 12 
per cent to 1,833.77. 

Microsoft said late on 
Tuesday that it expected its 
forthcoming quarterly earn- 
ings to top analysts’ esti- 
mates. This helped soften 
disappointing comments on 
the same day by 3Com, a 
leader in networking com- 
puter components, of lower 
than expected quarterly 
sales and mming iL 

Microsoffs shares climbed 
$4%, or more than 5 per cent, 
to 389ft, while 3Com lost $1 
to $86%. SOom's disappoint- 
ment was not only well con- 
tained in the computer sec- 
tor, but also did not send 
investors running from the 
networking sector. 

Cisco Systems gained lift 
to 3^9% and other computer 
sectors also rose sharply, 
with Dell Computer up $3% 
or mare than 4 per cent to 
388%. 

Among Dow components, 
IBM and Hewlett-Packard 


were among the morning's 
sharpest risers. IBM gained 
$2% to 3105%, while H-P rose 
gift to 384ft. 

Xerox surged 34% or more 
than 4 per cent to 3101ft 
after rumours spread about 
possible Job cuts. Also help- 
ing shares was a raised price 
target by Salomon Smith 
Barney. 

Banking shares were 
mostly higher despite a dull 
start to the US Treasury 
market. The Philadelphia 
Stock Exchange's banking 
Index gained 2.66 to 861.28. 
The price of the 30-year long 
band, meanwhile, slipped ft 
to 102ft, sandin g the yield up 
to 5^22 per cent 

TORONTO continued to 
test record highs at midses- 
sion, spurred by merger 
msmia in tim teteconmuntai - 
tions sector. The TSE-300 
composite index was 38.2? 
higher in midday trade at 
7,589.50. 

Telus and BCE led the rise 
in telecoms as the sector 
moved up on confirmation 
that AT&T Canada Long Dis- 
tance Services was in merger 
tflltot with Telus. 

Telus rase C$2.60 to C$43 
and the Montreal-based BCE 
was C$1.95 higher at C$59.20. 
BCE owns Bell Canada, the 
country's largest telephone 
company. 

The rest of the sector was 
sent higher by speculation 
that the Telus talks could 
lead to a restructuring of the 
long-standing Stentor alli- 
ance of Canadian telephone 
companies. 


EUROPE 

Shares in PARIS broke 
through the 3,800 barrier to 
close- at thp session's high. 
The CAC 40 index ended 
80.17 higher at a record 
3,818.71, up nearly 4 per cent 
in two days. 

Peugeot stormed to the top 
of the performance charts, 
climbing FFr97 or 10 per 
cent to FFr1,070 after prom- 
ising operating profits of at 
least FFrSbn' this 4 year, 
against FFr600, 000 in 1997. 

This helped punch the sec- 
tor smartly ahead with 
Michelin up FFrl6.60 at 
FFr377 and Renault FFm at 
FFr256. The latter also 
gai-nad from **»nr that Rhdne 
Poulenc’s plans for a capital 

Peugeot 

Share price (FR) 
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Mexico City slips back 


MEXICO CTTY edged lower 

a$ the government's 

announcement of a budget 
cut prompted light profit- 
taking. 

The IPC Index fell 10.7 to 
4,993.95 as the government 
announced that low . oil 
prices had forced a 9bn peso 
cut in its budget 
SAO PAULO gained as 
higher markets in Asia 


helped sentiment The Bov- 
espa index, which has 
advanced 12 per cent since 
the start of this month, rose 
23 to 1L928. 

BUENOS AIRES firmed as 
strength in ofl shares spread 
to other sectors. The Merval 
index rose 6.58 to 714JML 

Carmaker Sevel gained 
ground an strong car output 
figures released on Tuesday. 


Banks and insurers hit peak 


SOUTH AFRICA 


Bank and insurance stocks 
sped to record highs as 
Investors continued to 
savour a rash of mergers and 
consolidations in the finan- 
cial sector. The financial 
Index jumped 296.0 or 221 per 


cent to 13J379.4 while Indus- 
trials, up 86.6 to 8,624.4, 
helped the overall index to 
rise 84.0 to 7,314-2. 

Golds, however, tumbled 
26.6 or 3.6 per coat to 718.6 as 
the bullion price Ml below 
the psychologically impor- 
tant $300 an ounce. 


reshuffle could be mirrored 
by the motor giant. 

Rhdne Poulenc plans to 
swap participating shares 
into basic equity and the 
shares Jumped FFr17 to 
FFr294.50. Schneider rose 
FFr2430 to FFr462.40 after a 
number of brokers were said 
to have lifted price targets 
above FFrSOQ. 

Buoygues gained FFr65 to 
FFr995 on press reports that 
a 20 per cent stake in the 
company's telecoms offshoot 
may so on be u p for sale. 

FRANKFURT looked to 
Wall Street for confirmation 
that a continuation of its 
record setting run was not 
misplaced and the Xetra Dax 
index closed above the 5,100 
level for the first tune. The 
index put on 49.78 to finish 
at 6,114.13. Banking shares 
were pulled back from their 
best levels by profit-taking. 
Nonetheless. Deutsche Bank 
put an DM455 to DM139.80 
and Commerzbank added 
DMLU to 68.75. 

Dresdner Bank climbed 
DM323 to DM91 ahead of its 
news conference today at 
which it is expected to 
report strong growth in net 
interest and commission 
income. 

SAP preference shares fin- 
ished DM4 lower at DM791 
after the group announced 
that the introduction of an 
employee share appreciation 
scheme would have an 
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Impact on earnings per 
share in 1998. 

VW gave up DM36 to 
DM 1.396 after the group's 
annual news conference. 

ZURICH remained afloat 
as a strong financial sector 
helped to offset losses in 
market heavyweight Roche. 
The SMI index turned back 
from a day's high of 7,481.7 
but was still able to 
extended its run of record 
setting closes, up 64.7 at 
7.472.L 

Roche, which on Tuesday 
reported an accounting loss 
of SFr2hn, moved ahead in 
pre-bourse trade but came 
under pressure during the 
regular session to close 
SFr460 lower at SFrl6,000. 
Analysts said that the 
results met expectations 
although restructuring 
charges were higher than 
expected. 

J. P. Morgan, which repeat- 
ed its buy recommendation 
for Roche, raised Its 1999 
warnings forecasts and set an 
end-1998 share price target of 
SFrl8,725, up from SFrl7^00. 

Novartis, rose SFr46 to 
SFr2,70Q, profiting from 
shifting out of Roche. 

Nestle, the food and bever- 
ages company, rose SFT57 to 
SFr2,825 ahead of the release 
of 1997 results today. 
Zuercher Kantonalbank fore- 
cast 1997 group profit of 
SFi4.Ibn. 

Financials UBS and its 
merger partner, SBC, rose on 
the back of a Goldman 
Sachs’ recommendation. 
UBS gained SFrGO to 
SFr2,435 and SBC was SFrl2 
higher at SFr533. 

Kuoni surged SFr400 to 
SFr7,600 in the wake of Tues- 
day's news of a 39 per cent 
rise i n 199 7 net income. 

AMSTERDAM continued 
to push higher amid heavy, 
options trading where the 
bulls were firmly in com- 
mand with call positions out- 
stripping puts by more than 
three to one. 

Royal Dutch, where inves- 
tors’ faith in the rally for ofl 
prices looked to facing a 
severe test, and Aegon were 
weak features, but there 
were solid gains elsewhere 
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among internationals and 
the AEX index ended 11.12 
higher at a record 1.141-25. 

Philips responded to the 
strength of US tech shares 
with a FI 4 rise to FI 157.50 
and ABN Amro gained 
FI 1.40 to FI 49.30 on lL6m 
shares traded. ING, which 
saw particularly heavy 
options action, rose FI 3.90 to 
FI 122.50. Hoogovens ended 
FI 3.40 better at FI 102.50. 

Royal Dutch shed FI 1.50 to 
FI 118JW and Aegon came off 
FI 2.70 to FI 4930. . 

MADRID rallied to a fresh 
record, helped by heavy buy- 
ing in blue chip shares. The 
general index rose 16.89, or 
1.9 per cent, to 890.57. 

Telefdnica, the most 
heavily weighted stock, rose 
Pta3l0 or 4.6 per cent to 
Pta7,060. Argentarla, the 
bank which announced that 
it was considering merging 


with Its three subsidiaries, 
gained PtaSOO, or '6.4 per 
cent, to Ptal3J300. 

MILAN closed off the day's 
highs due to profit-taking, 
but ended up 1 per cent at a 
record high. The Mibtel 
index rose 245 to 23,967. The 
report by the European Mon- 
etary Institute contained few 
surprises and triggered light 
selling. 

Tyre maker Pirelli rose 
L481. or 6.9 per cent, to 
L6.563 following the 
announcement of higher- 
than-expected earnings, 
while Mediolanum gained 
L2£71 to L57.600. 

COPENHAGEN closed at a 
record high for the fifth con- 
secutive day with investors 
continuing to switch from 
bond s into equities. The 1 
KFX index rose 3.79 or 1.6 
per cent to 243.8, led by 
banking shares. Den Danske 
rose DKr39.60 to DKr955 and 
Unidaumark added DKr25 to 
DKr582. 

HELS INKI rose sharply 
after posting losses for the 
previous three trading ses- 
sions. 

Investors bought leading 
blue chips and the Hex index 
closed up 70.5, or 1.6 per 
cent, at 4^377.16, just short of 
its record high. Nokia rose 
FM15.50 to FM603.50, while 
Merita gained FM1.50 to 
FM33.90. 


Written and edited by 
Michael Morgan, Jeffrey 
Brown, Emfko Terazono and 
Peter Hall 


Investors in Singapore have 
become tired in recent weeks 
of waiting far a dear indica- 
tion of bow Indonesia will 
deal with its economic pre- 
dicament Instead, they have 
once again begun trading an 
domestic factors, such as 
interest rate cuts and what 
they might mean for the 
property sector. 

It is not that investors no 
longer fear a spillover from 
the economic crisis and sub- 
sequent social unrest in 
their southern neighbour. 
Rather, as Daragh Maher, 
economist at ING Baring 
Securities in Singapore, puts 
it, investors are increasingly 
differentiating between the 
south-east Asian nations. 

For the growing number of 
investors who beKeve two of 
the three countries most 
affected by the Asian crisis - 
Thailand and South Korea - 
are stabilising, it is time to 
move back into the region 
while share prices are still 
cheap and Singapore is 
viewed as the safest place to 
put money. 

Its currency and stock 
market have held up better 
than most because Singa- 
pore’s economy is wen man- 
aged and structurally sound. 
Corporates and banks, mean- 
while, have made provisions 
for troubles to come, and 
authorities have continued 
to make the city-state attrac- 
tive by liberalising the 
economy. 

There is no doubt Singa- 
pore's growth wfll slow with 
the regional downturn as 
many of its industries are 
Interlinked with those in 
neighbouring countries. 
Indeed, the authorities are 
projecting 2J5 per cent to 4J5 
per cent growth this year, 
down sharply from- 7.8 per 
cent last year. 

But analysts believe smart 
economic policies and sound 
corporate governance will 
see most Singaporean com- 
panies through the next few 
difficult years. 

“Corporates generally are 
stuffed fun of cash, the gov- 
ernment Is stuffed full of 
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cash, so there's no question 
of survival," says Hugh 
Young, manag in g director of 
Aberdeen Asset Manage- 
ment Asia In Singapore. “All 
the big boys here are still 
mairing money." 

He predicts that Singa- 
pore’s equity market will 
move in coming months on 
short-term issues. 

That likelihood became 
dear last week when DBS 
Rank cut its prime lending 
rate. Investors took it as a 
sign that interest rates 
would start falling, which 
would encourage property 
purchases. Accordingly, they 
piled into property stocks, 
pushing the SES properties 
index up 10 per cent and 
helping the the benchmark 
Straits Times industrials 
inrtPT higher. 

Before that, investors had 
started moving into property 
stocks cm news that competi- 
tive pricing of condomini- 
ums was bolstering sales. 

Other trading opportuni- 
ties, analysts say, will come 
with fixture adjustments in 
rates, further mergers 
among the banks, announce- 
ments of additional liberalis- 
ation in the finanrial sector 
and, eventually, when the 
direction that Indonesia is 
heading in becomes dear. 

Mr Young's advice for the 
next few months: “Buy the 
good companies on bad 
days.” 


Sheila McNulty 


Tokyo rally hit by tax doubts 


ASIA PACIFIC 


Tokyo stocks dosed slightly 
higher yesterday after an 
early rally petered out, 
writes QUUan Tett in Tokyo. 

The Nikkei 225 dosed at 
16,658.34, up 031 per cent, 
after moving between 
16,574-53 and 164)38.66 in 
heavy trading. Total volume 
was 490m shares, slightly 

higher than Tuesday's 476m. 

The swings on the TSE 
partly reflected continued 
uncertainty about the direc- 
tion of the government's eco- 
nomic policies. Until last 
week, most traders thought 
the government would 
unveil income tax cute later 
this week. However, on Mon- 
day these hopes were appar- 
ently dashed when senior 
figures from the ruling' Lib- 
eral Democratic party ruled 
out tax cuts because of the 
government's commitment 
to fiscal consolidation. 

-However, Kolchi Kato, 
LDP secretary-general, said 
yesterday he might call for 
the government to delay con- 
solidation. This helped push 
the Nikkei 2 per cent higher 
in the morning but the mar- 
ket fell back alter another 
LDP figure said he did not 
wish to see a delay. 


Asastek 
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The Nikkei’s rise was also 
curbed by the feet that many 
large institutional investors 
are gpllbig nhunri of the year- 
end close on March 31. 
Wednesday was virtually the 
last day companies could 
unwind cross-shareholdings 
for the 1997 fiscal year. 

The broad-based Topis 
index also fell 0.19 per cent 
to dose at 1,236.71. The Nik- 
kei 300 Fell 0.22 per cent to 
242.7. The Osaka stock 
exchange fell 26.22 to 
165705a 

Gainers led declinera 620 
to 489 with 177 Issues 
unchanged. The best sectors 

were ra mrnTinlrat i nns , min. 


lng. insurers, pulp and 
paper, and textiles. Major 
losers were brokerages, 
banks and electric power. 

Matsushita Electric Indus- 
trial Jumped Y100 to Y2.000 
after the company said on 
Tuesday it would buy back 
up to Yioobn of its shares. 

Long Term Credit Bank 
feD Y19 to Y265, Industrial 
Bank of Japan Y50 to Y942, 
. Sumitomo Bank Y30 to 
Yl.280, and Bank of Tokyo 
Mitsubishi Y30 to Yl,640. 

TAIPEI shot higher as 
investors piled into electron- 
ics shares. The weighted 
index ended 23330 or 2.7 per 
cent higher at 9,040.75 after a 
5 per cent advance for the 
electronics sector in the 
wake of strong overnight 
gains for US tech shares. 
Taiwan- Semiconductor rose 
T$6 to T$162 and Asustek, a 
leading maker of mother- 
boards. surged by the daily 7 
per cent limit to T$765. 

HONG KONG raced ahead, 
boosted by higher-than- 
expected prices at Tuesday’s 
government land auction, 
and on hopes that the terri- 
tory would follow China's 
example by cutting prime 
rates tomorrow. 

China’s rate cut, along 
with Beijing’s' decision to 


slash bank reserve require- 
ments, sent H shares soaring 
5.5 per cent and fbe red-chip 
China Affiliated Corpora- 
tions index rase L4 per cent. 

The Hang Seng index ral- 
lied 16620 or L4 per cent to 
finish at 11,810.63, its best 

level of the year. Properties 
bounced higher on the out- 
come of the land auction, 
although analysts cautioned 
that the sector may no t yet 
have reached bottom. SHE 
gained HE$125 to HK$552S 
but Cheung Kong fell 50 
cents to HK357.70 ahead of 
1997 earnings due today. 

BANGKOK added oversup- 
ply worries to its concerns 
about the baht's rally. This 
year’s dramatic market 
recovery was said to be 
prompting a rush of new 
share issues. Shinawtra 
Compuet fell' Bt22 to Bt238 
and Bangkok Bank Bt3 to 
Bt85.50. The SET index fen 
10.20 to 480.07 for a two-day 
d ecline of 4.8 per cent 

WELLINGTON rose on the 
back of a bounce for index 
heavyweight NZ Telecom 
which gained 14 cents to 
NZSS4J8 and accounted for 40 
par cent of the day’s total 
NZ$i26m turnover. The 40 
capital index dosed up 24.13 
or 1 per cent at 24539-65. 





ROBECON.V. 

(investment 
variable 
ANNUAL GENERAL MEETING 
OF SHAREHOLDERS 

to be held oaThunda^ 23rd April, 
1998, at Concert and Congress 
building "de Doda*, entrance 
SchcMWourgplgn 50, Rott er da m , at 
09.30 hou is. 

AGENDA - 

1. Opening 

2. To receive and adopt die Report of 
the Management Board for tbe 
fi nan cia l year 1997 

3. To receive and admit the Annual 

Accounts for the year 

1997 

4. To determine the appropriation of 
tbe profit 

5. To the Management 

Board and the Supervisory Board 

6. To report on the influence of capital 
providers 

7.1b receive and adopt a proposal to 
alter che Ankles of Association 

8. To compose the Supervisory Board 

9. To fix the number of die Managing 
Directors; to compose die 
Management Board 

1 0. Any ocher business 


ROUNCON.V. 

(investment company with a 
variable capital) 

ANNUAL GENERAL MEETING 
OF SHAREHOLDERS 

to be held on Thursday 23rd April 
1998, at Concert and Congress 
building "de Doefen", entrance 
Schouwhurgplein 50, Rotresdam, at 
11.45 bourt 

AGENDA 

1, Opening 

2 To receive and adopt the Report of 
the Management Board for the 
financial year 1997 

3. To receive and adopt the Annua] 
Accounts for the financial year 
1997 

4. To determine the a ppropria tion of 
die profit 

5. 1b di fe ha r ge the Management: 

Board and the Supervisory Board 
& Tb report on the influence of capital 
providers 

7. To receive and adapt a proposal to 
aher the Articles of Assocselog 

8. To compose the Supervisory Board. 

9. To fix the number of the Managing 
Directors; to compose the 
Management Board 

10. Any other business 


Copies of the lull agendas and of the Annual Reports for 1997 can be obtained 
from National Westminster Bank PLC, NatWcst Investments Comma, c/o 
Nat West Markets, la Floor, 135 Bbhopsgate, London EC2M3UR or 
Robeeo UX I .nuked, 4 Carlos Place, Mayfair; London W1Y 5 AE. Telephone 
0171-4093507. 

Holden of Bearer Share Certificates desirous 'of attending or being rep rese nted 
at the Meeting, should lodge their Certificates hv band (postal deliveries wiH 
not be accepted for voting purposes} with the National Westminster Bank 
PLC, at the address shown above (between the hours of 10 sjn. and 2 pan.} 
m exchange for a receipt, not later dan Thursday; 16th April, 1998. 

Beneficial owners whore Bearer Share Certificates are presently deposited with 
a Bank must obtain a Certificate of Deposit «jaed by me Bank as evidence that 
such Banhia holding the Share Certificates. Tie Certificate of Deposit must be 
lodged against receipt; by that Bank, with the National Westminster Bank PLC, 
in aocotmnce with the requirements stated above. 

Thtfttriprfor Bearer Shirt C crtifiun a or Certificate of Deposit will 
constitute evidence of a shareholder’s eotademou to attend and vote at the 
Meeting and should be presented at the door of the Meeting Hall. If a bolder 
desires Bo appoint a proxy; who toed not be i member of chc Company, to 
mend and vote in bk stead, a form of proxy may be obtained from tbe 
National Westminster Bank PLC as above and mis form of proogr omit be 
presented ar the door of the Meeting Hall together with the receipt for the 
Bearer Share Certificates or Certificate of Depost. 

Beneficial owners of Sub-share Certificates registered in tbe name of National 

reprweneed at the Meeting most obtsia a receipt or Cajltme^rftLposu in 
the same way as holder? of Bearer Share Certificates. If they desire w attend 
the Meeting in person or in be represented they must obtain a form of proxy 
signed by National Provincial Bank (Nominees) r imirwi, whichfonn nrasr 
be presented ar the door of the Meeting Hall together with the receipt 
eKfiinged for the Sub-share Certificates or Certificate of Deposit. 

Beneficial owners of Sub-shares re g ot a cd in any name other than that of 
National Provincial Hanlt ( Nnnww^)TjwA/d | k-ddc«»trfRrffSta'cd Pull Shares- 
and Shareholders who raamnm a Shareholder's Account with the Company 
wishing to ttteod and rote it tbe Meeting or to appoint a proxy to attend and 
vote b iheir and, must signify thdr intention in srrima; k> the Secretary of 
Robeeo NY. or RoEnco N.V. (wh i chever is applicable Coo han g d 120, NLOOtl 
AG fanerdam. :Nte h a faii ^ loth April, 1998. 

Service oontnets are not emaed into with the Directors, who hold office in 
accordance with the Ankla dF Association. . ■ 

BY ORDER. OF THE MANAGEMENT : 

ROTTERDAM 

Dated ihu 25th day of March, 1998. - 


RORENTON.V. 

(registered m PbiUpsbmv, 

St ifaarten, Netherlands 
Antilles) 

ANNUAL GENERAL MEETING 
OF SHAREHOLDERS 

oo be held on Monday, 27th April 
1998, u the offices of Robeeo 
AntiOen N. V„ Raya Wilson Papa 
Godett 24, WiBemnad, Curasao, 
Netherlands Antilles, « 1030 hours 
AGENDA 
1. Opening 

2. Tb receive and. adopt the Report 
of the Management Board for 
the financial year 1997 

3. To receive and adopt tbe 
Annual Accounts lor the 
fin a n cial year 1997 

4. To determine the appropriation 
of the profit 

5. To discharge the Management 
Board and the Supervisory 
Board 

6. To report on the influence of 
capital providers 

7. To receive and adopt a proposal 
to aha- the Articles of 
Association 

8. To compose the Supervisory 
Board 

9. Any other business 

. . „.for 1997 can be 

obtained from Naooual Westminster Bank PLC at the address shown bdow 
or Robeeo UX Limited, 4 Carioi Place, Mayfair, London W1Y5AE. 

Teh 0171 -409 3507. 

Holders of Bearer Share Certificates desirous of attending or bring 
repres e nted at the above stated Meetings, should lodge their Stare 
Certificates by hand (postal deliveries will not be accepted) with the 
National Westminster Bank PLC NatWest Investments Cornua; c/o 
Nat'iftst Markets, 1st float; 135 Btshopcpie, London EC2M 3UR 
[bet ween the bouts of 10 am. add 2 pun.)T as follows: INFORMATIVE 
MEETING - NOT LAT ER THA N THURSDAY; 16TH APRIL, 1998. 
ANNUAL GENERAL MEETING - NOT LATER THAN MONDAY 
2CTH APRIL, 1998, IN EXCHANGE FOR A RECEIPT 


RORENTON.V. 

in 

aarten, Netbt 
Antilles) 

INFORMATIVE MEETING FOR 
SHAREHOLDERS 

to be held on Thnroday, 23rd April, 
1998, at Concert and Coagress 
braiding "de Doden", entrance 
Schouwhurgplein 50, Romniam, at 
14J0 hours. 

AGENDA 
I. Opening 

2. To discuss die Report of the 
Management Board for the 
financial year 1997 

3. To discuss the Annual 
Accounts for tbe financial year 
1997 

4. To discuss the appropriation of 
the profit 

5. To diwiiK [he discharge of die 
Management Board and the 
Supervisory Board 

6. To discuss the report on the 
influence of capital providers 

7. To discuss the proposal to alter 
the Articles of Association 

8. To discuss the composition of 
the Supervisory Board 

9. Any other business 
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, deposited 
the Bankas 

Certificate 


Beneficial owners whose Bearer Share Certificates are 
with a Bank mist obtain a Cenificate of Deposit si 
evidence dui such Bank is holding the Share Ccru 

Bank PTcf^jfjflrdmre^h tac requirements stated above. esrm * mwr 

TT» receipt for the Share Certificates or Certificate of Deposit will eonstitute 


vote in his steal a form of . 

Westminster Bank PLC as abon: and drisfonn of proxy must be presented 

at the door of the Meeting Hall together with the receipt for die Sore 

Certificates or Certificate of Deposit. 


Shareholders who maintain a 

wishing to attend e ither or both Mtmri^s or to appoint a proxy in their 
stead, must signify their intention in wnting to the Secretary, Koremo N V. 
do Avirento B.V„ Cootringel 120, NL-30 11 AG Rotterdam, Netherlands to 
arrive not later chan the dams indicated above. 

Although proxies may attend, iota wfll not be cast at the Informative 
Meeting. 

Service couzaea are hoc entered into with the Dimaots, who hold office in 
accordance with the Articles of Association. 


BY ORDER OF THE MANAGEMENT 
PH2LIFSBURG 

Dated this 25th day of March 1998. 
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i 1. NAN CIA L TIMES SURVEY 


Thursday March 26 1998 


MfPPLE EAST & N AFRICA PRIVATISATION 


There has been a gulf between claims 

of commitment and actual 
achievement. Roula Khalaf reports 

The pressures for 
change mount 



Privatisation is the talk of 
the HQddle East and North 
Africa. Prom Riyadh to 
Casablanca governments are 
claiming commitment to 
privatisation and to reducing 
state control over the 
economy, and vowing that 
the nest decade will see a 
fledgling private sector 
thrive. 

Although the record so far 
is patchy, with many 
countries ' paying only lip 
service to privatisation while 
others which had warmly 
embraced it are now talcing 
a pause, over the co ming 
years governments in the 
region, will have little choice 
bat to give the private sector 
a larger role in the 
state-dominated economies. 

‘the oil-rich Gulf countries 
are again facing the 
challenge of lower oil prices 
and are being pressured to 
relieve the burden on 
budgetary spending by 
reducing the state’s 
extensive welfare role. The 
non-oil countries of the 
“emerging Middle East" are 
being called on to compete 
in a global economy and 
meet the productivity 
requirements of association 
agreements with the 
European Union, which can 
only be achieved by 
gradually turning over 
production and services to 
the private sector. 

As Mohamed el-Erian, 
European head of emerging 
markets at Salomon Smith 
Barney, argues, events on 
the world economic stage 
provide the region with a 
unique opportunity. 

“Against the background 
of turmoil in Asian markets 
many economies in the 
region look good, with 
strong macro-economic 


fundamentals, limited trade 
and financial linkage with 
Asia, sound banking systems 
and high foreign exchange 
reserves," he says. "You 
couldn’t wish for better 
conditions to accelerate 
privatisation, allow for the 
transfer of technology and 
bring in foreign capital.” 

The region’s requirements 
and the challenges facing 
countries are monumental. 
Development of 

infrastructure alone has 
been estimated to cost up to 
$350 bn over the next decade, 
and most governments now 
admit that the private sector 
will have to shoulder a large 
part of the cost 

If virtually every 
government has 

privatisation on the agenda 
it is in part because the 
region desperately needs to 
generate growth sufficient to 
create jobs for a rapidly 
growing population, more 
than half of which is under 
25. Unemployment rates are 
a huge concern, reaching as 
high as 20 per cent in Jordan 
and 28 per cent in Algeria, 
often hitting young 
graduates the hardest and 
fuelling anxieties of social 
unrest. 

One main reason why the 
region has lagged behind 
others - per capita income 
deteriorated in the period 
1985 to 1995 - is that the 
state continues to dominate 
the economy. With state 
resources dwindling, both 
public and private 
investment has been stifled. 
Private investment for the 
region as a whole has 
stagnated at about 10 per 
cent of GDP since 1980, while 
public investment has 
declined from 15 per cent of 
GDP to under 10 per cent 


“The government’s 
dominant role in the 
economy has tended to 
undermine productive 
private sector activities 
rather than support them," 
says a 1997 IMF report 

There have, however, been 
improvements during the 
last two years. 

In spite of political 
uncertainty and the 
breakdown in the Middle 
East peace process, real per 
capita GDP growth increased 
by 2.4 per cent in 1996 and 
1.4 per cent last year. Capital 
flows to the region - which 
have averaged 0.5 to 0.7 per 
cent of GDP - have 
increased most notably in 
Egypt Morocco and Jordan. 
Private investment has also 
overtaken public investment 
in the last few years, and 
companies from the region 
have been able to tap 
international markets for 
finance. 

The improvements since 
1996 are partly due to 
external factors, such as 
favourable oil prices. But as 
the IMF has noted, the 
results - particularly in the 
non-oil economies - were a 
response to successes in 
moving away from “years of 
inward-looking, public 
sector-led development 
strategies, particularly in 
the non-oil economies”. 

While higher oil prices 
allowed Gulf economies to 
straighten their finances, 
economic reforms initiated 
over the last 10 years have 
lifted the growth potential of 
Egypt. Jordan, Morocco and 
Tunisia. Bjit with 
macro-economic adjustment 
now firmly in place, the 
attention is turning to 
structural reforms, in which 
privatisation features 


prominently. 

Not surprisingly, most 
successful efforts at 
privatisation in the region 
have been in the non-oil 
economies. Egypt's 
privatisation, which took off 
in 1996, has captured the 
attention ol international 
investors. As in Morocco, 
which launched its 
privatisation programme 
three years earlier, the 
benefits of privatisation 
quickly became apparent, 
with trading on the domestic 
stock exchanges s naring and 
the emergence of a domestic 
investors' market. 

In both cases privatisation 
also sent the right si gnals to 
foreign investors and was 
the driving force behind an 
increase in foreign invest- 
ment. Privatised companies, 
such as Egypt's Suez Cement 
and Morocco’s Banque Maro- 
caine pour le Commerce 
Exterieur. have successfully 


tapped international mar- 
'kets for finance. 

Meanwhile, government 
concerns over loss of 
employment have been met 
through specific restrictions 
set in Morocco and agree- 
ments with labour unions in 
Egypt. Yet in both these 
countries the initial eupho- 
ria over privatisation has 
given way to more sombre 
analysis. The Egyptian gov- 
ernment has been criticised 
for maintaining a larger- 
than- warranted share in 
companies it has sold. In 
Morocco the programme has 
become mired in a bureau- 
cratic tang le which baa high- 
lighted the need to revisit 
privatisation legislation. 

In Israel, meanwhile, the 
Likud government kept its 
promise to make privatisa- 
tion the mam pillar of eco- 
nomic policy but privatisa- 
tion is believed to have 
stilled competition and led 


to greater concentration of 
the economic power. 

Throughout the region 
economists are warning that 
privatising a largely state- 
dominated hanVtng industry 

haw fallen behind and ahmild 

become a priority to give a 
nascent private sector the 
chance to develop. 

In Gulf e conomi es, domi- 
nated by oil, governments 
are viewed as the providers 
of employment - in Kuwait 
mare than 90 per cent of the 
workforce is employed In the 
public sector — and the dis- 
tributors of the country’s 
wealth through huge subsi- 
dies. This is why privatising 
requires a radical change in 
mindset and in the nature of 

gnvp rnHnrA 

Nemat Rhafik, the World 
Bank director for private 
sector development and 
finance for the Middle East 
and North Africa, argues 
that f or these economies the 


privatisation challenge is 
not targeted at public enter- 
prises as winch as infrastruc- 
ture since many state-owned 
companies are run by pri- 
vate management and are 
generally not a drain on the 
budget 

Indeed, throughout the 
region, governments are giv- 
ing unequivocal signals of a 
willingness to begin t n mtng 
over development of infra- 
structure and tdeconmmnl - 
cations to the private sector. 
The first privatisation of 
state-run telecommunica- 
tions monopolies is expected 
to come from Jordan, this 
year, with Morocco, Kuwait 
and Oman in progress. Pri- 
vate mobile telephone 
licences are also being 
awarded in several coun- 
tries. 

New privately-financed 
power projects have been 
started or are about to be 
launched in . Oman, Egypt. 


Morocco and Tunisia. Plans 
appear to be advanced in 
Abu Dhabi, where demand 
for electricity is rising 10 per 
cent to 15 per cent a year. 
The emirate has set up a pri- 
vatisation committee for the 
water and electricity sectors, 
which is expected to bring in 
private capital along with 
public shareholding over the 
next decade. 

The extent of govern- 
ments' wwnmtimp nt to infra- 
structure privatisation, how- 
ever - especially in Gulf 
countries - will depend on 
the willingness to reduce 
lavish subsidies and allow 
the market to determine the 
price of utilities. 

"Countries need to face up 
to the subsidies issue," says 
Ms Sbaflk. “Bringing in the 
private sector is a good 
move, but to get the frill ben- 
efit of the privatisation, you 
have to gradually phase out 
the subsidies." 
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This notice appears as a matter of record only, ft does not comprise any offer or invitation to 
subscribe for or purchase securities and is not intended to lead to any person entering 
into any agreement for the purchase or sale of securities. 


December ; 1997 


THE EGYPTIAN INTERNATIONAL FUND 

(EGYPT) 


L.E. 1,000,000,000 

(U.S. $ 294,000,000) 


First Issue L.E. 500,000,000 


Privately Placed With 


National Organization Social Security Fund For The Employees 
For Social Security Of The Public And Private Enterprises 


Misr Insurance Company 


Bank of Alexandria 
Banque Misr 


Banque Du Caire 
National Bank of Egypt 


Investment Manager 

Concord International Investments 


New York 


Cairo 


This notice appears as a matter of record only. It does not comprise any offer or invitation to 
subscribe for or purchase securities and Is not intended to lead to any person entering 
Into any agreement for the purchase or sale of securities. 


February , 1998 


MISR INTERNATIONAL BANK 
MUTUAL FUND 

(EGYPT) 


First Issue L.E. 280,000,000 

(U.S. $ 82,000,000) 


Investment Manager 

Concord International Investments 


New York 


Cairo 
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FINANCIAL TIMES 



INFRASTRUCTURE • By Mark Huband 


bsr&b. • hv Judv Dempsey 


li o 


Investment 
held back 


by neglect 


The private sector 
is starting to take 
over water, energy 
and road projects 
in the region 


Neglect and under- 
investment have taken their 
toll on infrastructure across 
the Middle Bast Bad roads, 
poor telephone systems, and 
inadequate or non-existent 
sewerage and water supplies 
have disrupted living stan- 
dards and deterred invest- 
ment in the region. 

Unable to provide the 
funds required to reverse the 
trend, governments have 
been forced to seek private 
sector finance and control of 
main infrastructure projects. 

In 1997 the World Bank 
estimated infrastructure 
investment requirements at 
$300bn to $350bn over the 
next 10 years. Given fiscal 
austerity in much of the 
region, it believes as much 
as $50bn of projects will need 
to be financed by the private 
sector. 

The most serious ineffi- 
ciencies in the Middle East 
are found in the water, 
energy and transportation 
sectors. According to the 
World Bank, 45m people in 
the region do not have 
access to safe drinking water 
and only 20 per cent of 
urban wastewater is treated.. 

Nemat S haflk, the World 
Bank director for private 
sector development and 
finance for the Middle East 
and North Africa, says most 
projects are likely to be in 
telecommunications and 
power “It is very easy to get 
the private sector to finance 
these projects but difficult 
for them to 'do rural water 
supply because they can’t 
charge consumers prices 
they need to make a profit’' 

Heavy state subsidies have 
deterred private investment 


management 


schemes. leaving govern- 
ments to finance improve- 
ments to services, often with 
foreign aid grants. Even so. 
a $141m private sector dis- 
qualifier project is under 
way in southern Jordan on a 
build-operate-transfer (BOT) 
basis. Morocco has also 
signed a management con- 
tract with Lyonnaise des 
Eaox of Prance to distribute 
water in Casablanca. 

Energy projects offer more 
security than water schemes 
for private sector investors 
and operators. Nationwide 
power grids allow negotia- 
tions over supply and price 
to be simplified. 

By 2002 private sector 
operators are expected to be 
generating 6.000MW across 
the region. Region-wide 
demand for energy is expec- 
ted to grow annually by 
about 6 per cent by 2006, a 
factor likely to open opportu- 
nities for private sector con- 
struction and operating com- 
panies. 

Among the first private 
sector deals in the region 
was the 1994 BOT thermal 
power facility at A1 Manah 
in Oman, which already 
started operations. The 
$200m project was partly 
financed by the Interna- 
tional Finance Corporation 
and will be followed by a 
second BOT 200MW plant at 

■ SftTalah. 

. In September 1997^ Tunisia - 
awarded a foreign consor- 
tium led by Co mmuni ty 
Energy Alternatives of the 
US a $300m contract to build 
and operate a 300MW com- 
bined-cycle gas turbine sta- 
tion at Hades, south of 
Tunis. The project was the 
first of its kind in the coun- 
try, and marked a departure 
from the government’s cau- 
tious attitude towards priva- 
tisation. 

Morocco is now looking for 
investors to develop other 
private power scheme, fol- 
lowing the signing last year 



Doubts exist over 

benefit of sales 
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Sell-offe have 
concentrated 
economic power 
into the hands of 
a few families 


Tr an sport is one of the most serious inefficiencies in the Middle East 


of a $1.5bn deal for the 
expansion and operation of 
power plants at Jorf Las far, 
230km south of Rabat. The 
new Tahaddart Energy Com- 
pany (Tec) will build a 
470MW gas-fired power sta- 
tion near the northern city 
of Tangier. However, Tec 
will be operated as a joint 
venture in which the state 
electricity company will hold 
a 51 per cent stake. 

Sidi Krier, Egypt's first 
venture into private sector 
BOT power generation, has 
been applauded by both the 
companies who put in ten- 
ders. as well as by the archi- 
tects of the government's 
privatisation programme. 
The $300m project to gener- 
ate 650MW is one of two 
power generation plants 
under construction to help 
raise energy output from the 
current 14.800MW to 
43.000MW by 2018. 

Like Egypt, Jordan is only 
just embarking on BOT 
power projects, with results 
of the first bid for a private 
sector 300MW power station 
expected this month. 

Egypt and Jordan have fol- 
lowed the experience of the 
United Arab Emirates in 


seeking private sector 
involvement in energy gen- 
eration. Abu Dhabi, which 
has already pursued a priva- 
tisation programme, is invit- 
ing bids for an electricity 
and water co-generation 
plant. The BOT Taweelah A2 
project will generate up to 
580MW of electricity and 
50m gallons of water a day. 
An initial government-held 
majority stake will be 
reduced through share 
issues, though electricity 
transmission will remain in 
government hands. 

Such projects, even in 
cash-rich emirates, reflect a 
realisation that the private 
sector’s role cannot be 
avoided. To reach a planned 
6 per cent of economic 
growth Morocco, for exam- 
ple. must invest $2.3bn a 
year in infrastructure - 
1800m more than currently. 
Spreading the cost and 
exploiting private sector cap- 
ital and expertise is now an 
accepted way of pursuing 
growth targets. 

While the countries of the 
region are attracting inves- 
tors in large projects, the 
hope that such modernisa- 
tion will bring foreign direct 
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investment in industrial sec- 
tors is the main goal. 
Beyond improving utilities, 
investment in transport 
infrastructure is viewed as 
essential if foreign direct 
investment is to rise. 

Private sector transport 
projects are planned across 
the region, with Egypt con- 
sidering a 900- km BOT 
motorway Unking Alexan- 
dria with Aswan. In Jordan 
a b uild-o wn-operate light rail 

service between Amman and 
Zarqa is to be established. 
An industrial port in Aqaba 
is also being built with a 50 
per cent private sector par- 
ticipation. Morocco has 
invited bids for a 5300m BOT 
trans-shipment port in Tan- 
gier, as wen as offering a 
management contract for the 
existing port 

Egypt's port and airport 
facilities are likely to be 
expanded in the coming 
years. A free port south of 
Suez is planned as part of a 
privately-operated industrial 
free zone to be established 
on the Red Sea. Along the 
same coast, the contract for 
a new BOT airport at Marsa 
Al am has been awarded, as 
has one for an airport at El 
Alamein. 

Private sector involvement 
in road networks and motor- 
ways is complicated by the 
difficulty in predicting reve- 
nues. But in Lebanon, where 
an ambitious 560bn recon- 
struction project is under 
way, the government has 
realised that it will have to 
shift more projects to the 
private sector than origi- 
nally envisioned. Conse- 
quently, the Beirut-Damas- 
cus highway and the 
beltway around Beirut will 


When Benjamin Netanyahu 
was elected prime minister 
of Israel in May 1996 he 
made privatisation the main 
plank of his economic policy. 

He pledged to sell off the 
hanks as well as the govern- 
ment's stakes In telecommu- 
nications and other sectors 
of the economy. He believed 
priv atisation would usher in 
an era of much -needed com- 
petition. 

Nearly 22 months into the 
Likud-led government, Mr 
Netanyahu stuck to his 
promises. During 1997 the 
government earned more 
than Shk&2bn from privati- 
sation receipts - higher than 
expected - for use in reduc- 
ing Israel's foreign debt- But 
the question is whether pri- 
vatisation has created a 
wider puhfic o w nership and 
more competition, or has it, 
as some economists cla im , 
led to a greater concentra- 
tion of the economy. 

Daniel Mam an. a sociolo- 
gist spe cialising in business 
groups at the Hebrew Uni- 
versity, wrote: “The state 
privatisation policy is in 
direct contrast to its aim of 
reducing the level of concen- 
tration. It has. in fact, led to 
the opposite: raising the 
high level of concentration.” 

A review of how the gov- 
ernment reduced its hold- 
ings in hanks and other com- 
panies appears to confirm 
Mr Mamon's view. 

During 1997 the govern- 
ment sold substantial stakes 
in four hanks - Israel Dis- 
count. Leumi, Mwxahi and 
Hapoalim. Discount was a 
public offering, as was 
Leumi, but Mizrahi and 
Hapoalim woe sold to some 
of Israel's largest, dominant 
families in the economy. 

Mizrahi, for examp le, was 
sold to the Ofer and Wert- 
beim families while 
Hapoalim was sold to the 
Danker family and Ted Ari- - 
son, the US-Israeli billionaire 
with substantial financial 
interests in Israel. There are 
now suggestions that the. 
government's majority stake 
in Leumi may be sold 
through a private placement 
instead of a public offering. 

Apart from the banks, the 
government sold its stake in 
Israel Chemicals, a company 
with interests in potash and 
magnesium. But it, too. was 
a private sale. Majority con- 
trol was passed to the Eisen- 
berg family which owns The 


ping, real estate, chemicals 
and financial services. 

Yozma, -a government- 
owned capital risk compimy 
set up to invest in ftign-ns* 
industries, was sold pri- 
vately to the Ofer brothers, 
and a private placement was 
arranged enabling Naphtha, 
a petroleum company, to 
acquire a majority atake. 

Koor Industries ana Clal 
Israel, industrial conglomer- 
ates in which Hapoalim stul 
holds stakes, have also come 
under the control of two 
fiumly groups. The Recanati 
family acquired a controlling 
stake in Clal when 
Hapoalim, by law, had to 
divest itself of a percentage 
of its non-banking holdings. 
This enabled the Re c a na tis 
to merge their IDB Discount 
Investment conglomerate 
with Clal, creating one of the 
biggest mergers in Israel. 

Control of Koor also 
passed to a family group 
f o u r months ago when the 
Bronfman family of Canada 
acquired a stake through its 


ship which in tor n wo dd : 
have increased Jiqnitiity on 
the Tel Aviv- Stock 

Exchange- -'-■T- '. 

The impact of the govern: . 
ment’s privatisation policy 
shows two things. First, the .. 
economic influence of a few 
families has become stron- 
ger- secondly, foreign inves- 
tors - with the exception of 
Bezeq and Leumi -* war noT ; 
involved in any of the afes- 

“There is no- doubt that 
the Israeli economy is., 
heavily concentrated in the 
hands of a few families. 

Share ownership Is n« wide- 
spread here," says Nahum 
Biger. finance professor at 
Haifa University. 

Other economists offer a 
more critical assessment. 
Officials at the anU-trust 
authority, for example, say 
privatisation, contrary to the 
government's intentions, has 
not led to greater competi- 
tion - one of the govern- 
ment's aims - since the few 
famili es who dominate the ; 
economy have interests , in 
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be financed and operated by . Israel Corporation and 
the private sector. whose interests span ship- 


investment arm, Claridge 

Tempi 

The only company that 
made a secondary public 
offering - as well as a pri- 
vate foreign placement - 
was Bezeq, the telecommuni- 
cations company. Merill 
Lynch, the US investment 
bank, acquired a 12.S7 per 
cent stake last year. The 
government recently 
arranged a public offering, 
soiling a Anther 9 per cent of 
shares and warrants that 
could reduce its stake in 
Bezeq to just over 54 per 
cent 

The government defends it 
privatisation policy, arguing 
that it wants to reduce state 
interference in the economy. 
“That was its priority as it 
tries to make the transition 
from a socialist-led economy 
to a more market-oriented 
one,” explained a finance 
minis try official. 

But economists, while wel- 
coming a commitment to pri- 
vatisation, believe an oppor- 
tunity might have been lost 
to create wider share owner- 


each other's companies 
through cross-holding struc- 
tures. 

Officials at the anti-trust 
authority argue that these 
structures and inter-relation- 
ships inhibit competition 
since the holding companies, 
all with close ties, do not 
compete with each Other- 
Even within the holding 
companies, subsidiaries hi. 
the past have rarely gone 
outside the group even if ser- 
vices offered outside the 
bolding company are at a 
lower price. 

Dismantling those cross- - 
holdings is one of the aims 
of the anti-trust authority, 
headed by David Tadmor, an 
advocate of opening up the 
Israeli economy to more 
competition. “It is clear that 
privatisation has not created - 
wide ownership. It has con- 
centrated ownership,” he 
said recently. “It is the anti- 
trust authority's responsibil- 
ity, at the very least, to 
assure that conditions for 
competition between the 
conglomerates will exist." 
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Abderrahmane Saaidi, until 
recently Morocco's minister 
of privatisation, Is the first 
to admit that the country's 
once- vigorous privatisation 
programme has stalled and 
now requires an urgent 
jump-start. 

This task is now in the 
hands of the first political 
government to emerge in 
Morocco in decades. Led by a 
prime minister from the left- 
leaning Union Socialiste des 
Forces Populaires, the new 
government is expected to 
: continue Morocco’s commit- 
ment to divesting of state 
assets, although with mare 
attention paid to the social 
consequences. 

This, Mr Saaidi says, 
should not necessarily 
Indicate a farther delay in 
privatisation and could be 
done by simply earmarking 
privatisation proceeds to 
social spending, including 
the retraining of workers to 
limit pressure on 
unemployment, already 
reaching 16 per cent in 
urban areas. 

Morocco was among the 
first countries In the region 
to tackle privatisation seri- 


the treasury some Dhl4^bn. 

Privatisation faced several 
stumbling blocks, mriiirthig 
the ineptitude of Morocco’s 
huge and byzantine bureau- 
cracy, the source of much 
frustration in the country’s 
efforts to liberalise its econ- 
omy. 

“I warned two years ago 
that, without reforms, priva- 
tisation risks being stifled,” 
says Mr Saaidi. “To give a 
new breath to the process we 
need to change procedures 
and broaden the methods of 
privatisation.” 

Among the measures rec- 
ommended is to avoid plac- 
ing companies on the list of 
privatisation until they are 
ready and about to be sold. 
One of the main problems 
freed by Mr Saaidi is that 15 
of the 112 companies ear- 
marked for privatisation had 
to be liquidated as uncer- 
tainty over several years led 
to a loss of Incentive among 
management and workers. 

The procedure by which 
companies are privatised 
should also be streamlined, 
says Mr Saaidi. Some privati- 
sations have failed or stalled 
because a minimum) price set 
by an independent commit- 
tee could not be met by the 
market 

A price was set for the 
Banque National pour le 
Developement Econ omlq ue 
in 1995. Four years later the 
ministry of privatisation Is 


laire, which must undergo a 
change in its legal status 
before it is privatised. 

Analysts believe that the 
for m a t i o n of a new govern- 
ment will end the long 
period of political uncer- 
tainty that has prevailed in 
Morocco for more than a 
year while elections were 
taking place. : The political 
process delayed decision- 
making on issues such as 
chang es In the procedures. 

“The state monopolies will 
eventually fall one by one,” 
predicts Mr Saaidi. “The fact 
that privatisation slowed 
down means that the private 
sector in the economy may 
have slightly lost ground, 
but Morocco wiH continue to 
work to re-establish the bal- 
ance." 

Companies will be added 
to the privatisation list and 
will eventually include 
Royal Air Maroc, the 
national airline, the tobacco 
monopoly and one day, even 
phosphate companies. But 
the project already whetting 
foreign investors’ appetite is 
toe planned privatisation of 
the telecommunications sec- 
tor, which will give the pro- 
gramme a welcome jolt, 

A second GSM mobile 
phone licence will be handed 
to private companies this 
year. m a market which has 
been growing at more than 
70 per cent a year and now 


ously. This earned it the stfll trying to sefllTSda^ «.°00 

attention of foreign investor the problem faced by BNDE AnotwSrTbtoW 


“bard core" foreign investor, 
but will at least temporarily . 
retain control of the com- 
pany. 

Infrastructure develop- 
ment is another mam area 
where private investors are 
being called upon to play a 
significant role. World Bank 
officials say Morocco has 
been at the forefront of the 
regional trend towards pri- 
vate sector participation in 
infrastructure projects, and 
Rabat officials say that 
involving the private sector 
hi infrastructure is no longer 
a matter of choice. 

[To reach 6 per cent sus- ■ 
tamable growth we mwi to 
invest about S2 Jbn a year in 
infrastructure. This is about 
*SQQm more than what we 
now spend, and it is the size 
of all of our foreign invest-' 
ment in one year." says one 
senior official. “This is how 
difficult the challenge is." 

Morocco has already 
signed a management con- 
tract with France’s Lyon- 
naise des Eaux for water dis- 
tribution in the financial 
capital of Casablanca, a deal 
Moroccan authorities say 
they win repeat in other 
cities. 

It has also signed a $l-5bn 
deal with Zurich-based ABB 
aid the US’s CMS Energy for 
toe building of a 700 MW - 
coal-fired plant next to the 
fasting B6QMW plant at Jorf 
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Casablanca Stock Exchange. 

But the programme, 
launched in 1933 with a pri- 
vatisation list of 112 compa- 
nies that was initially hoped 
would be completed within 
two years, has led to the sale 
of only 52 concerns so far, 11 
of them partially through 
public offerings on the Casa- 
blanca Stock Exchange. The 
sale of companies has netted 


finance maintain^ the bank's 
buyers should aaKnmo the 
state guarantees that BNDE 
had given clients. 

Having started the privati- 
sation programme with the 
most attractive enterprises 
analysts say that only a few 
of the 112 companies origi- 
nally listed that can be pri- 
vatised. These include BNDE 
and Banque Centrale Popu- 


introduction 
of pnvate capital in Moroc- 


wind power 
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Project is to be built in 
retouan by a private consor- 
tium led by Ranee’s EDF. 

However, Morocco’s efforts 
0 . forrign companies to 1 
construct a 120km Casahlan- ' ' 
ca-El Jadida motorway fell 
torough when bidders asked 
guarantees that the gov-' 
emment proved unable to 
Provide. Rabat is now 
looking for local investors to ; 
take up the challenge. v: 
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running out 



State still holds 
strong sway in 
most of the 
part-privatised 
companies 

Just a year after Egyptian 
stocks became some of the 
hottest property in the Mid- 
dle East the fanfare announ- 
cing Egypt’s emergence as 
an investor's dream has 
been muted by a game of 
wait and see. 

The privatisation pro- 
gramme which led the 
investment drive of 1997 saw 
stock market capitalisation 
soar by $6bn in one year to 
reach the current $20j2bn. 
Fundamentally the process 
was less a move towards 
rescinding state control of 
the economy than allowing 
the state to profit from 
investor interest while boost- 
ing the role of the capital 
market as a source of private 
sector funds. 

The government has 
earned E£7.6bn from privati- 
sation. This income, largely 
from minority share issues, 
has allowed E£61Bm to be 
spent on restructuring the 
public sector in advance of 
further issues. However, the 
impact of the issues has 
fallen far Short Of marlring 
the relinquishment by gov- 
ernment Of a si gnificant role 
in the economy, which has 
become a deterrent to pri- 
vate sector investors who 
are ready to buy large or 
majority stakes. 

Use government responds 
to this criticism by high- 
lighting the need to retain 
investor interest over time 

by maintaining its ability to 

release further tranches of 
shares. Its strategy of stealth 
was partially vindicated by 
the failure of the alterna- 
tives. To hack it up it points 
to the banking collapse of 
south-east Asia. Egypt also 
drew direct lessons from 
Mexico’s banking collapse in 
1995. concluding that invest- 
ment levels should not cre- 
ate unserviceable leverage. 

“What I blame the govern- 
ment for is that it keeps a 
big Stick over the successful 
companies that have been 
part-privatised," says Saad 
Sal lam, chairman of the 
Olympic Group. The group's 
holding company, OGFI, 
recently bought a majority 
stake in Ideal, Egypt's lead- 
ing public sector manufac- 
turer of domestic appliances. 

“The government imposes 
restrictions on privatised 
companies for political rea- 
sons,” he said. OGFI was 
originally told it could not 
dispose of the land occupied 
by Ideal's four production 
sites. The group intends to 
bring all production to one 
site outside Cairo and must 
now negotiate the fate of the 
land despite being the 
owner. “If the government 


wants me to have the cour- 
age to get into a tympppy 
and turn it around, they 
should give me everything - 
give me a free hand. The 
impact of restrictions is that 
it slows privatisation," Mr 
Sallam said. 

The effect of the brakes 
being kept on the pace of 
privatisation is clear. By the 
end of last month the state 
had sold shares in 84 compa- 
nies. However, it remained 
the largest shareholder in 29 
of the 34 companies in which 
more than half the shares 
had been sold. Of eight com- 
panies, in which less than 
half the shares bad been 
sold, it retained an average 
70 per cent of shares. 

The government has 
announced plana to. priv atis e 
34 companies in 1998 at a 
rate of four to six a month. 
However, the excitement of 
foreign and domestic inves- 
tors on the stock exchange 
has come to be dominated by 
a combination of both cau- 
tion and growing discern- 
ment. 

While 1997 saw stocks 
being snapped up, 1998 has 
experienced a slowdown in 
trade while investors await 
the most attractive sales at 
the expense of other privati- 
sations. 

The best recent example of 
this was the February issue 
of 30 per cent ofsbares in 
Egypt's Mobile Phone Com- 
pany cellular phone system, 
which was subscribed 50 
times over and saw an even- 
tual allocation of 1.7 per 
cent, in some cases amount- 
ing to a mere 25 shares. A 
second example was 
Egypt Alum, a fully-sub- 
scribed issue in which a 
mere 10 per cent of the com* 
pany was sold to the public. 
Both these issues initially 
revived stock market trade, 
which then slowed while the 
next attractive issue was 
awaited. 

A growing tendency 
among investors to wait far 
the most promising issues 
has been a key factor in 
determining the pace of the 
privatisation programme, 
while turning trading trends 
into a series of crests and 
troughs. 

The government does not 
want to deter would-be 
investors by disappointing 
those who fail to secure a 
meaningful proportion of the 
shares applied for. Equally, 
it is under strong pressure 
from critics of privatisation 
not to sell state assets too 
cheaply, a charge often made 
despite an increasingly care- 
ful pricing procedure having 
been instituted. 

The attitude of investors 
has become dominated by a 
tendency to await sales of 
shares in unlisted private 
sector companies, which 
control 45"per cent of the 
economy. JBy far. the most 


attractive enterprises expec- 
ted to be offered cm the stock 
exchange are family-owned 
private sector companies, 
who appear increasingly pre- 
pared to rescind some of 
their traditional control in 
return for the gains in capi- 
talisation offered by share 
issues. 

The role of the private sec- 
tor as anchor investors has 
been critical to privatisation. 
So far only nrno public sec- 
tor companies have been 
sold to Egyptian private sec- 
tor anchor investors. As 
competition for investor 
interest from the private sec- 
tor begins to do mlnish inter- 
est in minor public sector 
shares issues, the search for 
anchor investors will 
become more critical. 

“But when the govern- 
ment wants to privatise, 
they don't reach the right 
people,” said Saad S allam , 
who had to approach the 
government with his plans 
to buy Ideal. “They wait for 
people to come to them, 
which is a sign of a major 
management problem.” 


The Sfauaiba power station, jwftect 
near Jeddah, in Sandl Arabia's 
western province, is a classic .. ■ 
example of the government's ; 
ambivalence towards privatisation. 
. The *2bu steam power plant, to 
be built for Saadi Consolidated 
Electric C omp a n y for the. Western 
Regiim CSceho-West). has been ■ 
touted since 1996 as the first 
’ independent power facility in the 
kingdom, using bnild-own-operate . 
(BOO) financing. 

But it now appears that the 
government will have to doth© job 
itself. The state is increasingly 
reluctant to can? the cost, and stQl 
more reluctant to accept the 
implications of allowing the private 
sector, to do the same job profitably 
and more efficiently. 

According to industry and 
electricity minister, flashem 
Yanmni, the tender for Shuaiba 
comprised four options. : 

. The BOO option would leave 
responsibiDtyforfinancing the 
. plant during a 20 -year .period to a 
private consortium, which would 
own and operate Shuaiba, 
recovering its costs from power 
generation revenues. 

The second option was fora 
lump-sum turnkey approach by 
which file government would 
cash-finance each stage of the 


construction and, like all other > 
power plan ts, own and operate it ; 
after completion. 

• The third and fourth options 
were variations of the second; 
turnkey contracts on the basis oT . 
separate eight ami 10-year extended 
financing- ■ 

The BOG option tnittally drew 
bias from five groups combining : 

. heavyweight companies from hath 
Saudi Arabia and overseas. But by 
: last November Sceco- West's '• 
director-general, Bakr lnmahahn, 
was saying a turnkey approach . 
would have to be adopted as fhereJ 
was “no time” to wait 

There Is some justification for . 

this argument Power consumption 
is rising 10 per cent a year 
throughout the country, and. 
building the X,750M/Wpower I- - 
station at Shuaiba is urgently 
necessary. 

But other reasons underlay 


legal and regulatory framework. 

- Critics accuse the government of 
' dragging its feet in the face of these 
daunting options. • 

■; First, privatisation would mean - , 
the gradual end of state -subsidies, 
which cost nearly $ibn a year in 
the power sector alone, a figure 
. which afficialB say the state cannot 
afford when* budgets are in deficit 
Abolishing subsidies, however, is a 
politically delicate subject 

{SeCO Ifd , r nnn hig - .^naOa m a 
private commercial venture would 
mean allowing foreigners into a 

strategically sensitive area, v 

Buf the option of keeping things 
the way they are may be even less 
attra&Sve. ’ 

In these days of low on prtoes 
and revenues and monetary 
reserves lower stilt the • ‘ 

government does m>t relish the 
prospect of having to span!, 
according to Mr Yamani, $ll$JSbn ' 


official dislike of privatising . ... ■ in the next 25 .years, on power 


Shuaiba. 

Construction on a BOO basis 
would mean the owner ruunmg 
Shuaiba profitably asa prelude to 
making ScecoWest commercially 
viable. That in turn would mean a 
wholesale restructuring not only of 
Sceco-West, but the entire power 
sector, including drafting - and the 
government approving - a fresh 


generation, excluding capital 'costs 
for' transmission and rtistrfbution. 

Far Shuaiba alone, the 
government would want to borrow 
to finance construction. But 
bankers are not keen to lend to '' 
Sceco-Wast, whose $260m loss in 
the year to June 30 was only tire 
lalestln a series, without a 
sovereign guarantee from the 


government. That, says Mr Y am a ni , 
will not be forthcoming. 

Bankers month were 
sceptical that industry ^ 

re-structuring will be done quickly 
or thoroughly enough to satisfy 
Sceco-West or the banks. However, 
even if Shuaiba were to remain a 
state project and Sceco-West a state 
. entity, there are ways to make it a . 
more attractive credit risk. 

Separate electricity generating 
plants could be set up under the 
Sceco umbrella to operate 
profitably. Distribution and 
transmission companies would, 
remain as they are, relying on state, 
subsidies. 

If Mr Yamani had his way, 
“corporatisation'' of the entire 
power sector “would be done 
tomorrow,” he insisted this month. ' ; 
He issued an unprecedented 
directive In August authorising 
foreign investor to participate in 
power projects. "But 
corporatisation is still being 
discussed by the cabinet,” he says. 

. That is a delicate way of saying,' 
according to industry observers, 
that the cabinet has vetoed the 
whole idea, as the state is not yet 
reconciled to the concept of 
“privatisation". 

Robin Alleii 


GULF COUNTRIES • by Mark Huband 


Control stays with the ruling families 


Rigid political 
control tends to 
encourage 
'participation' by 
private sector 

The Gulf states have 
attracted private sector 
investment, encouraged 
stock market trade and 
allowed greater foreign 
access to the economies of 
the region, but not in a way 
which has resulted in 
meaningful privatisation. 
Control remains with ruling 
families, whose preferred 
phrase is “private sector 
participation". 

Privatisation Implies a 
thriving private sector. In 
Saudi Arabia, the state has 
in essence been privatised 
and control lies in the hands 
of the ruling el i te 

The rigidity of political 
control and the immense 
wealth of the elite have 
determined the investment 
patterns which will shape 
the future of the private 
sector. 

Half of the $800bn assets 
held by the 350,000 
wealthiest Gulf nationals - 
who represent 2 per cent of 
the region’s population - is 
held abroad. This Is three 
times more than the 
combined market 
capitalisation of the Middle 
East’s top 50 listed 
companies. 

Without a lead from those 
who control the oQ wealth 


and political power of the 
region, it is unlikely that 
any political decisions will 
be made which will shake-up 
investment patterns. Private 
sector investment Is 
therefore unlikely to take off 
unless state ownership is 
reduced through 
privatisation. 

The downside of state 
control has slowly dawned 
on the region's 
decision-makers. When the 
lossmaking state-owned 
Sandi Arabian Airlines 
failed to find $4J5bn for new 
aircraft it had to approach 
international capital 
markets, which demanded a 
sovereign guarantee. This 
from a country whose stock 
market capitalisation stands 
at S58bn. 

Privatisation of utilities 
would require a widespread 
overhaul of pricing, hilling 
and service provision before 
foreign investors would 
consider seeking a share. 

Scale Is everything. Saudi 
Arabia is reckoned by its 
senior officials to need 
$116.Bbn over 23 years to 
build new power stations. It 
will find snch ambitions 
hard to realise without 
adopting private sector 
bulld-operate- transfer (BOT) 
schemes, which will chip 
away at state control. 

It has been left to the 
smaller states to spearhead 
moves towards attracting a 
real private sector role 
through privatisation. Even 
so, this process has been 


extremely limited. 

Qatar has now awarded 60 
per cent of the contract to 
build an aluminium smelter 
to Norsk Hydro. This 
ground-breaking deal marks 
the first time any Gulf state 
has allowed a foreign 
joint-venture partner, In this 
case with the state-owned 
Qatar General Petroleum 
Corporation, to hold a 
majority stake. 

Despite acceptance 
elsewhere - notably in 
Oman and Bahrain - of 
foreign majority 
stakeholding, theory has yet 
to become reality. Oman has 
secured substantial project 
finance for state-led 
investments and 
infrastructure projects, as 
well as being home to the 


region's sole private sector 
power plant, the 90MW 
al-Manah power station. But 
the government withdrew 
the privatisation of the 
Safalah Water and Sewage 
Company because of 
difficulties over agreeing an 
accurate sale price - the 
value of the company being 
skewed by subsidies and 
widespread non-payment of 
bills. 

Bahrain has changed its 
law to allow 100 per cent 
foreign ownership of 
companies. It has also 
drawn-up a favourable tax 
regime and currency 
regulations to attract 
investors. But privatisation 
has yet to follow, with the 
future sale of Bahrain 
Telec.om,mhn.icati.ons . 


Company (Ba telco) a long 
way off 

Abu Dhabi stands out for 
having instituted a series of 
initial public offerings, 
despite not- having a stock 
exchange an which to trade 
them. This year eight IPOs 
are planned in sectors 
ranging from banking, gas 
distribution and satellite 
television. 

However, the absence of a 
stock pxrhang p - the only 
Gulf Co-operation Council 
state without such a facility 
- has deterred private sector 
share issues within the UAE 
states, and . led to 
unauthorised trading in 
shares in markets renowned 
for insider dealing and price 
manipulation. 

Kuwait's commitment to 


the privatisation of state 
utilities has emerged from 
the process of disposing of 
state assets acquired during 
the early 1980s. The 
government is expected to 
establish a new authority to 
launch moves towards 
privatisation in the 
telecommunications sector 
following the expected 
ratification of a new 
investment law next month. 

The Kuwait government 
has so far sold shares in 16 
companies and now has 
plans to offer 50 per cent of 
Kuwait Airlines to the 
public. It win sell its shares 
in a total seven companies 
during 1998, ranging from a 
cattle-rearing operation to 
banking and cement 
manufacture. 



The Egyptian Market needs no longer to be introduced, 
the potential is evident. 

Focus is based on your choice of a local partner. 
Delta EAB Brokerage has built a reputation 
for providing a personalised service. 

Looking towards the future, a retail service will be needed. 
Delta EAB shall provide this service through 
29 branches spread throughout Egypt. 

Delta EAB extends a complete range of 
brokerage and book keeping services, including 
research, recommendations, market analysis and 
efficient trade and after trade services. 
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Address: 

5A Abu Bakr El-Seddik - Mohandessin - Cairo - Egypt 
TW- (2Q2) 335 2480 - 337 5710 - 336 7595 - 335 2404 - 360 6482 
16 1 1 Fax:(202)337 2863 
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We all wish 
for a similar 
economic growth, 


Chances are it can 
happen through 


tlie stock exeliange. 


THE CASABLANCA STOCK EXCHANGE IS TRANSFORMING ITSELF TO BETTER FINANCE THE gJNGDOM’S GROWTH 

A strong, sustainable and solid growth... something we all wish for. At a time when Morocco is strengthening 
its partnership with Europe and modernizing its business climate, there is no room for wishes, but action. 
Actions that create wealth. 

Today, the Casablanca Stock Exchange has become a transparent trading market and folly assumes its role by 
draining national and international savings and channelling them towards high growth sectors. 

Today, the Casablanca Stock Exchange has the human potential, the technology and the credibility needed to 
foster our country's economic growth. 



Let your asset grow through toe Casablanca Stock Exchange. 
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THE BROKERS • by Vincent Boland 


.- l * 


Speculating at the 
sharp end of the 
securities market 


Gg^Vpog is officially 
frownedhpon by the 


Japanese aupiormes, so 
people invest in the stock 
market instead. Bitt will . 
the arrival of deregulation 
spell the demise of the 
numerous discount 
brokerage houses that 
fulfil the nation's innate 
desire to pipit?.. 

! At the smoke-filled 
offices of Kantoh Securities 
in central Tokyo one recent 
moaning, ^peculation was 
in fiiH swing as a hard core 
of the firm's 2,000 


around flickering screens. 
Kantoh is one of the man; 
firms that rely almost . 
exclusively on commission 
income for survival, and 
its executives are 

predicting some tough 
. times ahead when fixed 
commissions are abolished 
next year. 

It is at this end of the 
■ securities market, with 
virtually no exposure at 
die 1 moment to foreign 
competition, that 
resistance to Japan’s Big 
Bang is st r o nges t , . 
although most are not to 
any position to influence 
its timing or outcome. 

. “We are forecasting a 
drop in commission income 
of 40 per cent, so we are 
worried and concerned," 
says Tadatoshi Kondo, 
presidentof Kantoh. “If 
our co mmission income 
falls by that much, it win 
costas T600m over three 
yepxs." ...- 

The 30 or so people in 
the office that morning are 
among about 200 people 
- Mr Hondo describes them 
-as “more or less 
semi-professional 
investors" - who are 
responsible for the bulk of 
the firm’s commission 
income. Kantoh had total 
revenues of Y943m in the 
year to March 1997, of 
which Y673m came from 
commissions. 

“These customers are 
freer to choose what they 1 
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Difficult days for securities houses 


want to buy and sell For a 
small business fike ours, it 

is important to mnlrrfaln 
this type Of business, " he 
adds. - - 
Across Tokyo, however, 
there is growing 
speculation about what the 
fate of these and other 
small brokerages will be , 
once commissions are 
liberalised: There is one 
. small ray of hope for them 
- In the OS and the OK : 
after their versions of Big 
Bang, commissions on 
small retail transactions 
actually rose after 
deregulation. But even if 
that happens, it may not be 
enough to make op tor the 
loss of business to larger, 
more professional and 
perhaps safer firms that is 
expected to be the trend as 
deregulation takes hold. . 
That is why some firms, 
.including Kantoh, are 
looking to merge with 
similar rivals to gain 
market share and a firmer 
foothold in the new 
market. 

Earlier this year Kantoh 
and Dojlma Securities, a 
ifisconni house in Osaka, 
announced that they were 
to merge, in what may be 
the first of many such 
transactions in the coming 
months. Mr Kondo 
describes the merger as a 
strategy tor surviving Big 
Bang, a strategy that will 
have to be embraced by 
other discount brokers 
after years of losses caused 
by the stock market slump. 

“This merger Is a sincere 
hope that we will continue 
to survive after Big Bang, 
but I am more worried 
than confident." he says. 
Nevertheless, Mr Kondo is 
counting on the patriotism 
of the Japanese, and 
especially of his type of 
investor,, to shun the 
blandishments of foreign 
competitors and remain 
loyal to firms such as 
Kantoh. 

Vincent Boland 


The brokerages 
depend heavily 
on commissions 
which are due to 
be abolished 

After the collapse of 
Yamaichi Securities at the 
end of last year, the lesser- 
known firm of Kokusai Secu- 
rities was propelled into the 
spotlight by taking its place 
as Japan's fourth-biggest 
securities company, behind 
Nomura, Daiwa and Nikko. 

It is a position that ™«kgs 
Koichi Kane. Kokusai’s exec- 
utive Twanaging director, a 
little uneasy. “We never 
wanted to be in the top four, 
but we are now. Quite 
frankly, market share has 
never been our aim, but 
profitability is. In that sense 
we are somewhat unique,” 
say 3 Mr Kane. 

Because these are difficult 
days for Japan's fabled secu- 
rities houses - a moribund 
Stock market, the immin ent 
ending of fixed commissions, 
intense competition, and the 
ever-present threat of scan- 
dal - the league table has 
□ever been more fluid. And 
not all the surprises the 
industry is facing are likely 
to be as pleasant as Koku- 
sai 's sudden elevation to the 
top rank. 

Japan's brokerages are 
heavily dependent for then- 
income on fixed commis- 


sions, which are to be abol- 
ished with deregulation of 
the country’s financial mar- 
kets. How they will cope 
when that finally happens 
next year is the question 
they are all now asking. 

Survival is assured for 
some, sqicb as Kokusaj, qod. 
Kosei Securities, ah aggres- 
sively lean firm in Osaka. 
For others, a painful read- 
justment if not a painful 
exit is in prospect 

“Japanese securities com- 
panies r have to introduce 
measures to increase reve- 
nues," says Yasuo Kanzakl, 
chairman emeritus of the 
Nikko Research Centre. 
“They wifi have to switch to 
fee income and away from 
commission income. That 
will put the emphasis on 
total asset volume rather 
than an portfolio turnover." 

At the same time, other 
observers add. they will 
have to control and cut costs 
and expand the range of 
products they offer the cus- 
tomer. Doing all of these 
things together, and success- 
fully. wifi be a tall order for 
many firms. 

To be fair, some are 
already working on post-Big 
Bang strategies. Alliances 
are emerging between local 
and foreign firms to develop 
and sell new products, espe- 
cially mutual funds and 
“wrap” accounts, to capture 
a bigger share of Japan's 
enormous personal savings 


Coaunissdoa rate 

Percent 


. 

' — IKB3 
' UK 80 ' 



Jf 



■ Trarearital size (£) ;. V 
r* amu£ n^strtBtanecJfeBS^a^biHW' 1 


market. This is valued at 
YL200JXX)bn. a number that 
slips easily from every Japa- 
nese banker's tongue, and 
the vast bulk of it is in cash 
deposits or post office 
savings schemes. 

As well as looking to 
broaden their product 
ranges, some, such as Koku- 
sai, are focusing on costs. Mr 
Kane says his firm began 
cutting its cost base In 1990, 
when the company’s profits' 
were at a peak and the bub- 
ble stock market had yet to 
suffer its disas trous attack of 
vertigo. It also, unusually, 
got rid of job .titles and intro- 
duced bonus remuneration 
for staff linked to perfor- 
mance. 

Today. Kokusai claims a 
25 per cent shar e of the mar- 


ket for sales of investment 
trusts managed by western 
investment banks such as 
Goldman Sachs and Morgan 
Stanley. Its target market is 
rich individuals seeking 
more professional manage- 
ment of their wealth. 

It also has a niche position 
in initial public offerings 
anil bond trading, and along 
with Kosei and Nomura, 
which owns 33 per cent of 
Kokusai, is much lees depen- 
dent on Income from com- 
mission than other firms. 

The result, according to a 
report in February by Deut- 
sche Morgan Grenfell is that 
Kokusai “is one of the tow 
major brokers outside; the 
Big Four with a decent earn- 
ings record.” Firms of a simi- 
lar size, such as New Japan, 


Kankaku and Wako, have 
not been so fortunate. 

Others are now seeking to 
copy Kokus&Ts formula. 
Daiwa Securities unvested its 
own Big Bang strategy at 
the end of last year that 
includes reorganising man- 
agement, increased invest- 
ment in technology, develop- 
ing a global product line 
including investment bank- 
ing, introducing the bonus 
system of rewarding, staff, 
and allowing staff over 50 to 
retire earlier than the statu- 
tory age of 60 if they wish. 

The strategy “is all based 
on the understanding that 
we will not survive intensi- 
fied competition without it,” 
says S hini ehi Yamamura, 
Daiwa managing director 
and board member. 

Daiwa, Kokusai. and a 
handfnl of others are either 
big enough . or nimble 
enough to survive. But 
Japan’s large number of 
under-performing or loss- 
making securities firms 
could be the real losers alter 
Big Bang. 

Those most dependent on 
equity trading, which in 
large measure consists of 
little more than churning 
portfolios to earn commis- 
sion, will be hardest hit. 
Experience from the US ami 
tbe UK shows that most 
commissions, except for 
grrmU retail transactions, fell 
sharply after deregulation. 
Japan is likely to be no dif- 


ferent. “There are too many 
securities' houses. I would 
not be surprised if a third of. 
tbwn went under,” Mr Kane 
says. 

“Hie mar ginal firms must, 
consider rationalisation, 
because l don't necessarily 
see retail commissions rising 
as they did in the US and the 
UK when institutional com- 
missions felL” 

If vulnerable firms are 
unable- to guarantee their 
survival independently, they 
may find security in the 
arms of Japan's commercial 
hunk* Big Bang will allow 
the banks to develop their 
own securities businesses, 
and their retail networks 
. will give them a powerful 
advantage in selling to new 
customers. 

However- executives at 
securities firms generally 
sound lukewarm in discuss- 
ing the possibility of being 
taken over. 

One growls: "We have 
nnthtwg to learn from our 
Japanese competitors." 

Instead, as outlined by 
Goto Tatsumi, chairman of 
Kosei Securities, firms need 
- to focus more on what their 
clients need and develop 
products that can be sold. 

“We should think in global 
terms in developing new 
products,” he says. “Just 
having an investment mar- 
ket of Y1J200 milli on million 
is not enough in itself. We 
have to add value.” 


THE BANKS • by Gillian Tett 


Rivalry to replace cosy collaboration 


The competitive 
battle seems to be 
starting. Painful 
choices will now 
have to be made 

A few months ago, Sanwa 
Bank, one of Japan’s largest, 
took an innovative step. 
With Big Bang looming, it 
proudly announced it would 
offer customers a service no 
other Japanese bank had 
done - telephone banking. 

What happened next took 
Sanwa by surprise. Sumi- 
tomo. another huge bank, 
promptly started telephone 
banking as well - precisely 
one day before Sanwa. “We 
wanted to show we could be 
first," says a Sumitomo exec- 
utive cheerfully. 

The tale might seem triv- 
ial But it points to a wider 
- and potentially momen- 
tous - shift in Japan's bank- 
ing world. 

Until now Japan’s banks 
have operated through cosy 
collaboration, not rivalry. 
But Big Bang promises to 
create a newly competitive 
climate. As the banks scram- 
ble to respond, the uncer- 
tainty now is whether t hi s 
competition will leave the 
banks looking stronger than 


before - or whether the 
attempt to make Tokyo a 
globally competitive finan- 
cial centre will take place at 
the expense of the domestic 
banka. 

Drastic change is certainly 
needed because, with or 
without Big Bang, the fact is 
that Japan's banking system 
is currently in a mess. Tbe 
basic problem is that during 
the past five decades the 
government has developed 
the fmanr-ial sector around a 
national goal of directing 
savings to manufacturers, 
rather than building profit- 
able banks Banks, for exam- 
ple. have maintained close 
links with customers 
through cross-shareholdings . 
Competition has been 
reduced by a so-called "con- 
voy" system in which strong 
banks were expected to sup- 
port the weak. 

Businesses were strictly 
segregated: Japan’s three 
long-term credit banks pro- 
vided long-term lending; the 
10 “city” banks focused on 
retail business; the seven 
trust banks offered asset 
management services; and a 
mass of regional banks ser- 
viced local clients. 

This pattern worked when 
Japan's economy was grow- 


ing rapidly. But it is now in 
crisis. The bursting of the ' 
1980s bubble has left the sec- 
tor weighed down with huge 
problem loans, currently put 
at some Y77,000bn. The toll- 
ing stock market has slashed 
the value of the banks* 
equity portfolios, which the 
h anks count towards their 
capital. 

Meanwhile - and most cru- 
cially -the banks' business 
franchises are v anishing . 
Japanese companies no lon- 
ger, rely exclusively on tfye, 
banks ,for funding: since 
1993, companies have 
increased their reliance on 
capital markets from 29 per 
cent of funding to 42 par 
cent 

Spreads on corporate lend- 
ing. have slumped. And 
though some banks have 
wanted to diversify, they 
have been prevented by 
Industry segregation. Most 
banks have been increasing, 
not ghrinirfng , their loans in 
recent years. Consequently, 
David Atkinson of Goldman 
Sachs, calculates that even if 
the Japanese banks -cut all 
costs, their ROE would be a 
shockingly low 19 per cent, 
compared with 30 per cent 
and 68 per cent In the US 
and UK. 


flan Big Hang change this? 
Some reforms may help. 
Tearing down industry barri- 
ers, for example, will allow 
banks to enter new busi- 
nesses, such as asset man - 
agement Introducing hold- 
ing companies could allow 
more efficient management. 
And irrespective of actual 
deregulation, the debate 
about Big Bang is ushering 
in a new willingness to flout 
the “convoy" system. 

Meanwhile, the hanks are 
scrambling to show, inves- 
tors I Chat ‘they have ; new 
strategies,' spurred on by a 
plunge in their share prices 
last year. 

Nippon Credit Bank, for 
example,- has decided that it 
wants to target smaller com- 
panies. Yasuda Trust is 
withdrawing from overseas 
business. The industrial 
Bank of Japan is trying to 
turn itself into an invest- 
ment bank. Sumitomo Bank 
is trying to become a leading 
distributor of mutual ftmds. 

Tbis is encouraging: until 
recently the banks rarely 
talked about specialist - busi- 
ness niches or shareholders. 
But it may notv in itself, 
solve the banking sector's 
woes. For if the banks are to 
become competitive by west- 


ern standards, they must 
address other Issues. 

One is their bad loans. AH 
are now pledging to make 
huge write-offs in the 1997 
fiscal year that is forecast to 
leave the top 19 banks collec- 
tively recording Y3,608bn 
worth of losses in fiscal 1997. 
But the banks are still prov- 
ing painfully slow fe actu- 
ally realise the loss by sell- 
ing tbe land they hold. 

Another is their manage- 
ment style. This has tradi- 
tionally been, very hierarchi- 
cal, with pay set by age and 
staff rotated, frequently 
between jobs. But globally 
competitive, banks require 
highly motivated specialists. 

Some Japanese banks are 
now reforming their person- 
nel system along these lines 
but none has. yet made seri- 
ous job cuts. Meanwhile, 
many are losing good staff to 
western competitors who 
offer better pay. 

But the biggest issue, of all 
Is the sheer number of 
banks. Margins are currently 
low because too many banks 
are chasing the same busi- 
ness. There are hintsthat 
this is changing; a' few 
regional banks have recently 
closed or merged. Last 
autumn, Japan saw some- 


thing hitherto considered 
inconceivable - one of its top 
20 banks, Hokkaido Taku- 
shoku. collapsed. 

But reform, as so often in 
Japan, is painfully slow. Tbe 
government now insists that 
no other big hank will be 
allowed to falL Indeed, this 
month it agreed to pump 
some Yl,800bn into the 
banks - both weak and 
strong -to increase their 
capital base. Government 
officials argue that if capac- 
, ity is taken out of the sys- 
tem, it should be done not 
through outright failures, 
but through mergers and the 
. creation of holding compa- 
- nies instead. 

This might work - over 
time. But time is not some- 
thing tbe banking . sector 
has. 

If Japan can accept a wave 
of consolidation, then the 
strangest banks could flour- 
ish. If it cannot, then the 
country’s banks will stag- 
‘ mate -and Japan will see a 
half-hearted Big Bang. 
Either .way, Sanwa- and 
Sumitomo’s rivalry over tele- 
phone banking is one sign 
-the competitive battle is 
starting. The country now 
has some painful choices to 
make. 


LIFE INSURANCE COMPANIES • by Bethan Hutton in Tokyo 
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Yet another challenge 

The threats and that because the company They will cover at least 90 were the traditional home • . ■' iVY.'T'V" 
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The threats and 
opportunities 
offered by 
deregulation are 
only one concern 

The Big Bang for Japan's 
insurance industry may 
actually have been heard a 
year ago. when Nissan 
Mutual, a life assurer, col- 
lapsed. 

The Haahimoto Big Bang 
is just another step in a 
series of challenges which 
have faced the industry over 
the past decade. Foreign 
pressure, particularly from 
the US, has already led to 
the opening of Japan's insur- 
ance market to foreign firms, 
as well as starting to break 
down barriers between com- 
petitors in different sectors 
domestically. 

Those moves have been 
gradual But the sudden col- 
lapse of Nissan Mutual, a 
medium-sized life company, 
in April last year, dramatic- 
ally rocked complacency 
about Japan’s insurance 
Industry among consumers 
and in finawHai circles. 

It also Illustrated how Jap- 
anese life insurers have 
slipped from being interna- 
tional financial giants to 
struggling companies over- 
burdened with tod loans and 
' with capital bases weakened 
by years of paying out more 
in guaranteed returns to 
policyholders than they were 
making on their own invest- 
ments. Internationa] ratings 
agencies have recently 
issued pessimistic reports on 
the life sector: several com- 
panies were given highly 
marginal ratings. 

Nissan Mutual's downfall 
hit unsuspecting policy- 
holders, who had wagunyyl.. 


that because the company 
was regulated by the finance 
ministry, their money was 
safe. In fact most will lose a 
large proportion of their 
money because there was no 
guarantee scheme fix’ insur- 
ance policies In place. 

This realisation shocked 
Japanese consumers into 
looking more closely at their 
insurance arrangements. 
New business is down at all 
life companies, and policy 
cancellations have been run- 
ning at record rates, with 
the trend particularly notice- 
able at the smaller, weaker 
Insurers. American Life 
Insurance, one of the longest 
established foreign insurers 
in Japan, now emphasises In 
its advertising that it is AAA 
rated. 

At the same time as other 
regulations are being 
relaxed, the government is 
p lanning new legislation to 
help prevent more collapses, 
and protect consumers if 
they should happen. 

Firstly, the finance minis- 
try will monitor the solvency 
levels of insurance compa- 
nies. particularly life assur- 
ers, more closely. It became 
clear after Nissan Mutual 
felled that the company bad 
been insolvent for months, if 
not years. The new system 
will force insurers to dis- 
close information about 
their financial status to reg- 
ulators, who can then insist 
on prompt action to deal 
with the proWem, rather 
than allowing business to 
continue as usual - — 

And In case this parly 
warning system does not 
prevent further collapses, 
“policyholder protection cor- 
porations" are due to be set 
up, funded by compulsory 
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They will cover at least 90 
per cent of policyholders’ 
funds in the event of an 
insurer's collapse. 

The funds should be up 
and running by December 
this year. 

Meanwhile, deregulation 
has already increased oppor- 
tunities fix those companies 
willing and able to take 
advantage of them. life com- 
panies are being allowed to 
move into the non-life sec- 
tor, and vice versa, while the 
third sector - areas such as 
critical illness cover- 
age - which has long been 
the borne territory of the for- 
eign insurers, is to be 
opened up to afl. comers. 

Some domestic companies 
seem to prefer the status 
quo, however, and have been 
unw illing to move aggres- 
sively Into new markets. 
Foreigners are not so shy. 
Some, such as AIG, have 
been active in Japan for a 
long time. 

One thing the foreign com- 
panies bring with them is a 
more advanced approach to 
underwriting and policy 
design. Previously, Japanese 
insurers had a “one size fits , 
all" approach - there was 
little differentiation in pre- 
miums to take account of 
varying risks. 

Premiums also hardly var- 
ied between companies 
because competition was 
mainly on the strength and 
persistence of the sales 
force, together with the 
insurer’s relationships with 
Other companies. Now, 
deregulation Is making dis- 
counting, innovative policy 
design and risk-weighted 
premiums possible, with for- 
eign insurers. leading, the . 
way. 
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were the traditional home 
for a large proportion of 
Japan’s savings, both from 
individuals, through savings- 
linked insurance products,, 
and from pension funds, 
which entrusted their funds 
to life insurers to 'manage. 
That is changing. . . 

With Big Bang, individuals 
will be given a far greater 
array of savings products to 
choose from, including ones 
in different currencies and 
investing in. new instru- 
ments. Poor returns, from 
insurance policies mean that 
the insurers will be strug- 
gling to bold on to much of 
that business. . 

The options for pension 
funds have already been 
broadened to include foreign 
inves tment advisers, ar»fl the 
remaining limi ta tions shmiid 
soon be lifted. There are 
already signs that more pen- 
sion funds, both private and 
public, are turning to foreign 
investment' man&gejj’s/. ‘Their 
investment returns are con- 
sistently better than Japa-. 
nese Ufe companies, which 
have much more conserva- 
tive investment policies. 

One life assurance analyst 
Bays that the chang es expec- 
ted under Big Bang, will 
accelerate tbe general trend! 
towards differentiation in 
the market, helping the 
strong companies become 
s tr o nger, and pushing the 
weak ones closer to the edge. 

But the threats and oppor- 
tunities offered by deregu- 
lation are just one . of Japa- 
nese insurance companies' 
current .concerns. Their 
financial state and poor 
investment returns may be 
.much more significant, at. 
least in the short term,, tfe 1 ™ 
any loosening of the regula- 
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JAPAN’S FINANCIAL REVOLUTION 


The planned fmanriq ] 
reforms could revive Japan’s 
ailing economy. But there are 
crucial problems still to be 
resolved. Gillian Tett reports 

Big Bang 
or just a 
whimper? 
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J apan 1 is not a country 
which likes radical revo- 
lution. Next week, 
though, it may start on 
one. On April l, the country 
will officially begin Its 
much-heralded and ambi- 
tious programme of so railed 
“Big Bang" financial deregu- 
lation. The question now is 
whether this will indeed 
turn out to be a Big Rang 
that transforms its financial 
sector - or simply a whimper 
that disappo ints 
The answer matters 
intensely, not only to Japan 
but also to the outside 
world. Japan is the world's 
second-largest economy and 
contains a third of the 
world's savings. But since 
the collapse of the 1980s bub- 
ble, its economy has stag- 
nated. The stock market has 
more than halved in value 
and its h anking and broking 
system is weighed down 
with debts, falling revenues 
and losses. These are grave 
problems and they reflect 
another issue: Japan's finan- 
cial system is ill suited for a 
modem economy. 

Over the past 50 years, the 
needs of savers have taken 
second place to industry’s 
demand for cheap loans. 
Returns on household finan- 
cial assets have averaged a 
mere 2J5 per cent, far exam- 
ple, during the past 15 years. 
Capital markets are poorly 
developed. Meanwhile, the 
financial sector is highly reg- 


ulated and uncompetitive. 

The Japanese government 
now has pressing motives to 
change this. The population 
is ageing and urgently needs 
better, returns on its savings. 
And Japan’s national pride 
has been dented by a flight 
of business from Tokyo to 
other financial centres, such 
as London and New York. 

A third of all trades in 
Nikkei 225 futures, for exam- 
ple, is currently conducted 
not in Japan, but Singapore. 
Similarly, only B7 foreign 
companies are now listed on 
the Tokyo Stock Exchange, 
compared with 290 in New 
York, 533 in London, 560 in 
Frankfurt and 187 in Paris. 

In theory, Big Bang could 
address these sort of prob- 
lems; in essence it aims to 
inject a burst of competition 
into the hitherto protected 
financial sector by tearing 
down industry barriers, 
financial cartels and obsta- 
cles to innovation. 

The details of how Big 
Bang may achieve this are 
complex but there are three 
key points to grasp: 

• Firstly, the reforms are 
not actually occurring in a 
single “bang", but in a stag- 
gered manner. April 1, for 
example, has been cited as 
the official "start" because 
on this date two changes 
occur foreign exchange con- 
trols will be removed, and 
stock broking commissions 
wilFbe partially liberalised. 
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Such steps have great 
symbolic value. Similar 
reforms In the late 1970s and 
1980s in the US and UK 
helped trigger the financial 
revolutions in New York and 
London's "Big Bang” in 1966. 

Liberalising foreign 
exchange has a particular 
importance because it could 
spur more reform. Removal 
of foreign exchange controls 
will make it easier for Japa- 
nese companies and inves- 
tors to use financial services 
outside Japan. It could thus 
create a massive capital' 
flight, unless Japan becomes 
more competitive. 

But these changes are only 
part of the plan; a further 
wave of reforms will be 
unveiled between now and 
2001. The real impact of Big 
Bang will not become clear 
for several years. 

• The second point is that 
the reforms are much 
broader in scope than the 
British “Big Bang”. London’s 
reforms centred on the liber- 
alisation of stock broking 
commissions but Japan's 
version is aimed at changing 
the way capital is used in 
the Japanese economy. Con- 


sequently, it affects not just 
the securities sector but also 
banking, asset management 
and insurance. 

• The third issue is that the 
“Big Bang" process involves 
more than the official time- 
table alone. The debate 
about change in Japan has 
itself prompted a shift in cul- 
tural attitudes, even before 
the new laws bite. 

Change is being driven not 
just by “top down" orders, 
but also “bottom up” market 
pressure, as companies seek 
better funding channels and 
investors demand higher 
returns on their savings. 

So does this mean that a 
revolution Is now inevitable? 
Perhaps. But the speed and 
scale of Big Bang remains 
uncertain because in spite of 
all the government’s bold 
pledges about change, the 
project still faces crucial 
questions. One is whether 
Japan will accept the pain 
that a genuine Big Bang 
could inflict on the country's 
banking and broking sector. 
The government insists Big 
Bang is not intended to pro- 
tect Japanese companies, 
but to' make "Japan "more 


competitive as a country. 
But many Japanese still 
assume the project must 
benefit banks, brokers and 
life insurance companies. 

Some companies may 
indeed emerge strengthened 
from Big Bang but genuine 
competition could have a 
devastating impact on 
weaker companies. For 
Japan has massive excess 
capacity In its financial sec- 
tor. Until it removes this, the 
strongest groups will not 
become competitive by 
world standards. 

Consolidation has started. 
Over the past year several 
brokers have failed, Includ- 
ing Yamaichl, Japan’s 
fourth -largest. One life 
assurance company. Nissan 
Mutual, has collapsed. Sev- 
eral regional banks have 
merged, and Hokkaido Taku- 
shoku, one of the top 20 
banks, has collapsed. 

But the pace of change is 
mixed. This month the gov- 
ernment, for example, 
announced it would pump 
Yl.SOObn of public money 
into 21 banks to help them 
shore up their capital base. 
This Included' strong -banks " 
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who did not want the money 
-and weak ones that have 
an uncertain future. Curbing 
the protectionist instinct 
could take a long time. 

The second great uncer- 
tainty Is whether Japan will 
tolerate a foreign Invasion. 
Big Rang does' not Include 
an explicit commitment to 
greater market access for 
non-Japanese. But free com- 
petition should give them 
unprecedented business 
opportunities. And western 
groups have already been 
winning a strikingly high 
market share In sectors such 
as corporate pension funds 
and investment banking. 

But Japan has a complex 
attitude to foreigners and 
alarm Is rising about the 
prospect of Tokyo repeating 
the experience of London's 
Big Bang, where outsiders 
bought British merchant 
hanks and its financial mar- 
kets are now dominated by 
non-British groups. 

This scenario seems 
unlikely In Japan. Few for- 
eign banks, after alL have 
shown enthusiasm for buy- 
ing debt-laden Japanese 
banks or brokers. Foreigners 



are unlikBly to oust Japa- 
nese banks In their tradi- 
tional domestic niches of 
retail b^kfng and corporate 
landing. But foreigners could 
certainly win the prizes in 
the new - and most lucra- 
tive-business niches, such 
as specialised investment 
banking products. If this 
happens too visibly, nation- 
alist instincts might reap- 
pear, which in turn could 
hurt Japan’s attempts to 
attract international busi- 
ness. 

The third risk is the regu- 
latory climate. Big Bang will 
not succeed unless Tokyo 
can persuade investors that 
its markets operate in a 
transparent manner. This 
has blatantly not been the 
case in the past, as recent 
streams of corruption scan- 
dals have shown. 

The government has now 
pledged to change this, but If 
Tokyo cannot create an 
effective regulatory environ- 
ment,' deregulation could 
simply accelerate the “hol- 
lowing out”. And at present 
the Big Bang reform time- 
table gives relatively little 
emphasis to the problem of 


regulation. Nor does it tackle 
one of the biggest problems 
dogging Japan - a shortage 
of competent, independent 
accountants and lawyers. 

If Japan can overcome 
these three risks, then the 
country may indeed be on 
the verge of momentous 
change. Japan's vast pool of 
savings could partly move 
out of the h anks and into 
new investment instru- 
ments. Some strong Japa- 
nese financial companies 
could emerge from the cur- 
rent mass of mediocre 
banks, brokers and life 
insurance companies. Japan 
could become the world’s 
second-largest asset manage- 
ment and investment bank- 
ing market for western 
firms. 

But if reform is half- 
hearted, it could actually 
exacerbate Japan’s financial 
“hollowing out". And this in 
turn would further damage 
the economy. 

The world has every rea- 
son to hope that what st a rts 
today will be a genuine Big 
Bang -and not a series of 
painful whimpers. The com- 
ing years are crucial ones. 
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POLITICS • by Michiyo Nakamoto in Tokyo 


Decision to 


Big Bang came as a surprise 

C3 wmid change “Japan’s fh 


Bureaucrats and 
politicians both 
had good reason 
for promoting 
financial reforms 


The Japanese -leadership has 
traditionally been sceptical 
of sweeping changes. 

Elite bureaucrats who are 
charged with policy forma- 
tion have tended to favour a 
gradual approach towards 
reform, while Japanese poli- 
ticians, for their part, have 
seldom shown much apti- 
tude for launching bold pol- 
icy initiatives. 

So the decision to set in 
motion a financial “Big 
Bang” aimed at opening up 
the country's highly pro- 
tected financial industry in 
one broad swoop, came as 
something of a surprise. 

Was Big Bang a bureau- 
crat-led initiative designed 
to breathe new life into 
Japan’s flagging financial 
industry, or an attempt by 


reform-minded politicians to 
wrest policy formation away 
from the man darins ? Or did 
US pressure, which has been 
responsible for much of the 
recent deregulation mea- 
sures implemented in Japan, 
have a role to play? 

“The US has always been 
involved in the liberalisation 
of Japan's financial mar- 
kets.” points out Susumu 
Saito, director of Trilateral 
Institute, a private think 

tapir. 

When Ryutaro Hashimoto. 
the prime minister, unveiled 
bis plan to launch Big Bang 
on November 11, 1996, he 
appeared to be the main 
driving force behind the 
decision. After all. Mr Hashi- 
moto had made clear that 
the pillar of his second term 
in office would be far-reach- 
ing reform of the way Japan 
works. 

But Mr Hashimoto is also 
known for his close ties to 
bureaucrats, and former 
bureaucrats. A loner within 
his own political party, he 


relies for policy advice pre- 
dominantly on his closest 
aides whom he plucked from 
the Ministry nf international 
Trade and Industry (Miti) 
and the Ministry of Finance 
(MoF), both of which be pre- 
viously headed 

In particular. Atsuo Saka, 
executive assistant to the 
prime minister and a former 
finance ministry bureaucrat, 
together with a --'roup of 
like-minded bureaucrats at 
the MoF. are credited with 
planting the idea of bold and 
rapid Financial liberalisation 
in Mr Hashiraotr/s mind. 

Mr Saks, who served as Mr 
Hashirnoto's secretary when 
he was finance minister, was 
personally recruited by the 
prime minister to serve as 
his aide. 

The pro-reform group 
advising Mr Hashimoto 
includes Eisuke Sakakibara. 
vice-minister of finance for 
international affaire, who is 
known as "Mr Yen" for his 
unofficial role as Japan's top 
financial diplomat. 


For these supporters of Big 
Bang reforms within the 
MoF, speedy financial liber- 
alisation was the key to 
regaining Japan’s status in 
international finance and 
Tokyo's role as a leading 
financial centre. 

Mr Sakakibara has been a 
strong advocate of increas- 
ing the yen's role as an 
international currency. With 
the Euro expected to become 
the leading international 
currency after tbe dollar in a 
few years' time, the yen, and 
with it Tokyo, was likely to 
be relegated to second-class 
status unless something was 
done quickly. 

-There was concern that 
the Japanese financial indus- 
try would fall behind New 
York and London, and that 
(to stem Tokyo's decline as a 
leading financial centre) 
would require very major 
and rapid reforms." recalls 
Yoshimasa Nishimura. who 
was director of the MoF’s 
banking bureau until a few 
months before Mr Hashi- 


moto's surprise announce- 
ment and is currently a pro- 
fessor at Waseda University. 

That view was not neces- 
sarily held universally 
within the MoF. There were 
many MoF officials, includ- 
ing Mr Nishimura, who 
p ush ed for a more gradual 
approach to change that 
would aim to deal first with 
the problems in Japan’s 
financial system, including 
the banks' huge bad debts. 
This group felt that “once 
those problems are 
addressed, Tokyo will auto- 
matically become a str o nger 
financial centre,” Mr Nishi- 
mura notes. 

The views of this more 
conservative camp are more 
typical of the MoF’s tradi- 
tional, piecemeal approach 
to reform. 

Nevertheless, in tbe end, 
the arguments for speedy 
liberalisation to maintain 
Tokyo's competitiveness 
won. 

The victory of the MoF 
radicals is probably due in 


part to the close personal who 

relationship between the saw BtfBadS JS * 


reiauuuiuiiy author. 

prime minister and Mr Sato way to the 


and the surprising comeback ity of the nu^.whmh 
of Mr Sakakibara, whose had come under mounting 
influence had previously - criticism for its handim&ot 
been all but written off. when Japan’s financial P robI ™ 


he was appointed head of the 
Institute of Fiscal and Mone- 
tary Policy in 1991 

But at the same time, the 
spread of bureaucrat-bash- 
ing, focused on the finance 
ministry, is likely to have 
played a significant role. 

“One of the major reasons 
why financial reform has 
come this far is because it 
wimp hand in hand with . 
widespread criticism of 
bureaucrats. 0 Mr Nishimura 
points oat. “Fifty yeais after 
the war, there is a public 
consensus that the Japanese 
system has to change. “.ft is . 
a gains t that environment 
that the need for rapid finan- 
cial liberalisation won wide- 
spread public approval, he 
says. 

There is another theo- 
ry- that those MoF officials 


and the corruption scandals 
that rocked the industry and 

the MoF. . ■ 

According to -this theory, 
reviving Japan's finan cial 
industry through rapid liber- 
alisation was the key to 
overcoming growing calls to 
dismantle the finance minis- 
try. 

In any case, there seems 
no doubt that the turmoil in 
Japan's financial industry 
and its regulating body 
weakened resistance to 
far-reaching and rapid 
reforms. 

Even politicians who 
would normally have been 
expected to lobby on behalf 
of those with vested inter- 
ests in the fjpawrfai indus- 
try. little ammunition 
with which to resist calls for 
rapid reforms. 


“Japan’s financial system 
has reached a point where 
everyone recognises some- 
thing has to be done.” sss* J 
Mr Nishtaora. The scandals 
in the industry and the 
finance ministry and ffie 
dear dedinetaite ctsnpefr - 
tiveness of Japan's fin a nfcfcrf 
industry has' made It dffl* 
cult for politicians who may 
•want to postpone evai 
scrap Big Bang, to dxhri that ■ 
Japan's financial system -is 
One as it is. he notes. _ ; . 

The problem is that wtdfe 
few people question that 

p h an g p is needed. Jtwre are 

serious doubts as to whether 
Japan is really ready for Big 
Bang. "I don't think it is a 
good time to. go through 
with Big Bang. The industry. . 
is not strong enough a nd Bi g 
pang trill lead to destrw- ; 
tion," says Mr Satin. . . 

But even if Big Bang 
proves to be the disaster 
some people think itiwffi be, 
as a bureaucrat-fed" initial: 
tive, few, if any, are likely to 
be railed to account. 


THE ECONOMICS • by Paul Abrahams 


Ageing cohort needs faster growth, higher returns 


The problem of 
Japan’s rapidly 
ageing population 
overshadows 
most oilier issues 


The economic rationale for 
Japan's financial revolution 
is evident. The system that 
provided such spectacular 
growth between the 1960s 
and late 1980s now appears 
incapable of delivering sus- 
tainable economic expan- 
sion. 

Tbe economy’s lacklustre 
performance would be bad 
enough if Japan's require- 
ments were static. But the 
country's rapidly ageing pop- 
ulation needs foster growth 
as well as higher returns on 
its life policies and pensions 
if tbe elderly are not to 
become a huge financ ial bur- 
den for the economy in tbe 
next century. 

The ageing issue overshad- 
ows the entire policy debate 
in Japan. Tbe population is 


already the second most 
elderly in tbe OECD (Organi- 
sation for Economic 
Co-operation and Develop- 
ment) area. Falling fertility 
rates have cut the number of 
young people, while 
improved mortality rates are 
set to increase the number of 
elderly. By 2025. the average 
age of the Japanese popula- 
tion will be the highest in 
the OECD. Brokers Morgan 
Stanley estimates the depen- 
dency ratio - the number of 
pensioners supported by 
members of the active popu- 
lation - will reach an aston- 
ishing 56 per cent by 2010. 
the highest ratio among the 
Gronp of Seven industrial 
democracies. 

The question facing Japa- 
nese policymakers is how to 
support this ageing cohort 
Their task would be made 
easier if the economy was 
expanding at its historically 
fast clip. But since 1992 the 
economy has badly under- 
performed. 


Gross domestic product 
growth has been lacklustre 
and prospects are deteriorat- 
ing. The Economic Planning 
Agency admitted last month 
that GDP growth in the year 
ending March 31 was 
unlikely to reach its target 
of 0.1 per cent, the first time 
in 23 years the economy will 
have contracted. The Indus- 
trial Bank of Japan, admit- 
tedly the most gloomy of the 
leading banks, forecasts the 
economy will contract a fur 
ther 0.5 per cent in 1998. 

If the macroeconomic envi- 
ronment iz dire, then the 
corporate sector’s failure to 
deliver a meaningful return 
to investors is m akin g life 
even more difficult for pen- 
sion funds to meet their obli- 
gations. 

Japan's corporate manag- 
ers have traditionally been 
much more interested in 
stakeholders - employees, 
suppliers and custom- 
ers - than shareholders, 
their owners. Until the 1980s, 


the hanking sector provided 
some discipline. But since 
then the companies have 
increasingly tapped capital 
markets for funds. 

Obsessed with market 
share, rather than return on 
equity, the corporate sector 
invested that money in non- 
economic projects. This mis- 
allocation of capital has 
resulted in catastrophic cash 
flow and poor profitability. 

The dividend yield on Jap- 
anese equities has always 
- or at least in living memo- 
ry - been paltry, leaving 
investors to look to make 
most of their return from 
capital gains. This was fine 
during the bull market of 
the 1980s. However, the bear 
market since 1990 has left 
the Nikkei 225 average down 
more than 60 per cent. 

Meanwhile, despite the col- 
lapse in stock prices, the 
market's dividend yield 
remains below a pitiful 1 per 
cent. Japan's corporations 
may have been habitually 







Things they never tell you when you buy enterprise software. 


Wont to make a change? 
Go ahead, fry to run with it. 


So, you have a new idea. Jnst see bow last you. can 
implement it with most enterprise software. %sr first step 
is likely to be paying fat programmers to wade through 
a compiiaad mess of cryptic code. Sound tfce a speedy 
popoatioa go you? Gance arc, it'll take months. And the 
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disin clined to distribute cash 
to shareholders, but even if 
they wanted to. few could 
presently afford to do so. It 
is hardly surprising that Jap- 
anese pension funds' current 
rate of return is well below 
their 5.5 per cent target 

The economic requirement 
to revolutionise tbe financial 
system is clear. "What the 
Japanese were doing before 
has stopped working." 
explains Peter Tasker, strat- 
egist at Dresdner Kleinwort 
Benson in Tokyo. 

Tbe theory is that once the 
antiquated financial indus- 
try has been liberalised, cap- 
ital will be allocated more 
efficiently, the economy 
should recover, and returns 
on tbe Yl,200,000bn of per- 
sonal savings in Japan wiD 
improve. But doubts remain 
whether the reforms, in their 
present form will be able to 
deliver. Jason James, strate- 
gist at HSBC James Capel in 
Tokyo, explains- 
' “In order to increase 
returns you have to have a 
mechanism to improve cor- 
porate governance. Share 
buy-backs as a method of 
returning capital are only 
just being introduced, and 
managers do not have an 
Incentive to raise the share 
price because they do not 
own options. And if there is 
no carrot in the form of 
options, there is also no 
stick in the form of hostile 
takeovers." 

Mr James believes there Is . 
little prospect of such a dis- 
cipline entering the Japa- 
nese market because of the 
continuing importance of 
cross-shareholdings between 
companies, accounting for. 
about 45 per cent of out- 
standing shares. 
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There is, moreover, a real 
danger is that in the 
short-term Japan’s Big Bang 
could make the situation 
worse before it becomes bet- 
ter. “The consequences of 
Big Bang have been underes- 
timated," says Mr Tasker. “It 
will create the possibility of 
massive cuts in capacity in 
both the banking mid brok- 
ing industries. The effect on 
certain parts of Japan of 
closing down some regional 
banks could be devastating. 
It is far from dear that the 
government is prepared to 
face the consequences of 
throwing people out of 
work." 

Mr Tasks- stresses tbe dif- 
ficulties confronting policy- 


makers: “They are trying to 
sort out the private financial 
sector at the same, time as 
restructuring public sector 
financing -that’s quite a lot 
at one time.” 

Moreover, there is a real 
danger that if the reforms do 
create changes^then the gov- 
ernment will back-slide on 
its commitment to reform. 

“Nobody knows how 
robust the Japanese econ- 
omy is,” says Pelham Sudth- 
ers, strategist at ING Bar- 
ings in Tokyo. "The 
proposals are as broad and 
flexible as possible, so that if 
anything becomes too detri- 
mental it will be stopped. 
We’ve already seen back- 
sliding in the case of Post 


Office privatisation, which 
was stopped by interested 
pressure groups.” - . . . 

However, Mr Tasker 
believes that mice the pro- 
cess begins, it will prove 
impossible to control. “There 
is no coherent opposition to 
Big Bang. You can’t stop the 
changes in foreign exchange 
regulations; you won’t be 
able to stop foreigners 
introducing new products;, 
and you won’t be able to aid 
the freedom of choice of bow 
to invest Nobody is propos- ' 
ing anything else. There. is. 
no alternative." 

Japan's future pensioners 
must hope tbe pain to came . 
will nonetheless deliver the 
returns they need- 


TOKYO AS A FIMANCIAL CENTRE* by Vincent Boland 


A place in the holy trinity 


The implications 
for Tokyo’s role 
alongside London 
and New York 


are enormous 
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Even in these recessionary 
times there can be no doubt 
that Tokyo is one of the 
world’s great cities. From 
the shopping streets of Ginza 
to the sleek skyscrapers of 
Marunouchi, it contains tbe 
sort of concentrated wealth 
seen in few other capitals. 
Its streets hum with activity, 
its metro system is unbeat- 
able, and its nightlife is 
unique. 

Tokyo’s financial market 
is important, too. But how 
important? Japan is the 
world's second-biggest econ- 
omy, but what would the 
global financial markets lose 
If Nomura's headquarters 
were to be levelled by an 
earthquake (everybody says 
the Big One is coming)? Is 
Tokyo a match for New York 
or London? Does it want to 
be? Is that what Big Bang is 
an about? ■ 

Japanese officials are 
somewhat ambivalent about 
what exactly Big Bang is 
supposed to do for Tokyo as 
a financial centre. Students 
of economics and finance, 
asked to name the three 
leading financial centres, 
would already surely reply 
by naming New York, Lon- 
don and Tokyo, probably in 
that order. On that basis, 
there appears to be little 
need for a Big Bang at alL 
But that is not the point 

The point, officials and 
bankers say, is that deregu- 
lation will make Tokyo more 
useful to the Japanese econ- 


omy as much as to the 
world, and especially in 
Asia, where it has been fac- 
ing growing competition in 
recent years from more nim- 
ble centres such as Hong 
Song and Singapore. 

“Clearly, there is interna- 
tional interest in Tokyo as 
an international market., and 
we are pleased to see that 
this trend is occurring,” says 
a senior official at the Minis- 
. try of Finance (MoF). “We 
would like to make Tokyo as 
global as Loudon or New 
York. 

“But in the Kid, London is 
truly global while the New 
York market retains a lot of 
the characteristics of. a 

national. US market. I see 
Tokyo as being more like 
New York than London." 

There can be no doubt that 
Japanese financial sector 
executives and government 
officials have learned a lot 
from studying the effects of 
Wall Street’s “May Day” 
reforms and the UK’s Big 
Bang. But many observers, 
and not just locals, argue 
that the pace of technologi- 
cal change since these finan- 
cial “revolutions" will mean 
that tire impact of Japan's 
Big Bang will change not 
just its financial sector but 
its entire economy and way 
qf doing things. 

Betsy Daniels and Hidey- 
asu Ban, analysts at Morgan 
Stanley, wrote last August 
that because of the develop- 
ment of technology, what 
Japan is proposing is 
unprecedented. 

“Other economies were 
luckier," they noted. 
“Deregulation of financial 
institutions occurred before 
there was technology that 
allowed, the marketplace to 


register time in fractions of 
a second. Japan's Big Rang 
will severely test the-flexibil- 
ity of Japanese financial and 
nan-financial corporations 
alike.” 

The implications for 
Tokyo’s place in the holy 
trinity of financial centres 
are clearly immense. Not 
surprisingly, the govern- 
ment has been criticised for 
not spelling out what it 
intends to achieve by mak- 
ing tbe financial markets 
“See, feir and global", in the 
words of Ryutaro Hashi- 
moto, the prime minister 
whose Initiative this is. 

There have been com- 
plaints that Big Bang inevi- 
tably means bankruptcies 
closures and collapses, such 
as that of Yamaichi Securi- 
ties. 

Officials counter that such 
critic isms miss the point. 
“There is an impression that 
what is being introduced is 
not a Big Bang unless a lot 
of institutions restructure or 
fafi, but that is not its 
essence,” says Akira Ari- 
yoshi, director of the 
rosearch office at the securi- 
ties bureau in the finance 
ministry. 

“Because of the weakness 
of a lot of institutions, finan- 
cial restructuring has come 
to the fore. Crisis manage- 
ment is not related to Big 
Bang. It may have acceler- 
ated people’s decision-mak- 
ing but it did not create their 
problems. 

"We have been criticised 
tor not showing people a 

EE**”* fcSape 

2™ if 3 ** to awe away 
that. The whole exer- 
cise is meant to create a 
framework where those 
institutions that can provide 



the best services and prod- 
ucts get the opportunity to 
do so." - 

If Mr Hashirnoto’s vision is. . . . 
realised, Tokyo will be no - 
different from New York or - 
London. And even if same - 
western observers remain 
privately sceptical, worrying . 
in particular that what 
emerges will be free and 
global but may not entirety ■ 
be fair, others say Ja pan •• v ; 

truly at a turning point. ; 

Anyone who ha« been 
observing these issues in 
Japan for a long ttma to : . 

start with a certain d^ree of 
scepticism,”, says Matthew . 
Goodman, vice-president and - V 
director of government 
a fBurs at Goldman sarfw in 
Tokyo. “But this commit- • _ 
ment is different. It reflects a 
much deeper consensus that 
tbfi old system doesn’t work 
uny more and that dnmm is - 
needed. 

There is - certainly no • 
shortage of advice for ’ 
bureaucrats plotting the leg- 
islation that will make Big- ; - 
Bang a reality in Japan’s 
® Bne roIly introverted finan- 
cial markets. But the accsp- 

tance of change, and the ' 
need to open the market to 
foreign competition, appears 
to be widely accepted, bank- . 
era say, although whether 
Tokyo really does become a 
mee. fair and global market 
rem ains to be seen. 

“I think the contribution 
or foreigners is going to be .. 
seen as positive,” says John 
Baldwin, chairman and gen- ■» J ' 
eral manager of . Ja wting . • ; 
JTeming Securities in Tokyo.- = v ’ 
“J*are has been a great deal. ^ % 
or learning over the past five - 
years and people are now ‘.yJz-i 
“ore prepared to say Yes, 
the foreigners were right'.** 
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JAPAN’S FINANCIAL REVOLUTION 3 


Complex timetable for reforms package 


April 1 is the first 
big milestone, 
although some 
measures are 
already operating 

Japan’s financial 
deregulation might have 
been dubbed the “Big Bang” 
but in practice it will be 
more like a long series of 
“pops" than a single explo- 
sion. 

The package or "Big Bang” 
reforms that has been drawn 
up by the government 
includes a bewildering multi- 
tude of complex changes. 
These affect not only the 
banking sector, hut securi- 
ties and insurance business 
as well. Meanwhile, the time- 
table itself is spread out over 
five years, stretching to 2001. 

The legislation produced 
by the Ministry of Finance to 
support the changes covers a 
total of 2,1 29 pages - a stack 
of paper 9cm thick and 
weighing in at 4.4kg. 

But behind the mass of 
detail, several clear themes 
can be Identified. In essence, 
the basic objectives of the 
reforms are to: 

• Tear down the existing 
barriers between different 
categories of financial busi- 
ness, by letting insurance, 
banking and securities busi- 
ness compete with each 
other; 

• - Ban cartel-like behaviour 
such as fixed brokerage com- 
missions; 

• Allow financial institu- 
tions more freedom in offer- 
ing innovative financial ser- 
vices such as derivatives; 

• Encourage financial 
industry restructuring by 
allowing the use of financial 
holding companies; 

• Reduce transaction costs 
by cutting items such as 
securities transaction tax; 

• Remove asset allocation 
rules for pension funds; and 

• Promote greater transpar- 
ency in corporate account- 
ing. 

Some measures to imple- 
ment these reforms have 
already been intro- 
duced - even before Big 
Bang officially gets under- 
way. During the course of 
fiscal 1997. for example, sin- 
gle stock options were intro- 
duced. Banks were allowed 
to rent out space to asset 
management companies to 
sell mutual funds. And some 
of the easting rules on pen- 
sion fund allocation have 
been steadily relaxed over 
the past two years. 

However, the First big 
milestone - and the official 
starting paint for the Big 
Rang - is April 1. This is the 
date when two key reforms 
occur, the relaxation of for- 
eign exchange controls and 
partial liberalisation of bro- 
kerage commissions. These 
changes have a particular 
symbolic significance 
because they were the cru- 
cial triggers for the financial 
deregulation that took place 
in London and New York. 

The foreign exchange 
reform, for example, . is 
important because at present 
a multitude of restrictions 
exist on capital movements 
in and out of Japan. The 
only companies allowed to 


carry out foreign exchange 
business are authorised 
banks. 

Companies or individuals 
wishing to move more than 
Y5m across borders must 
first seek approval from the 
Ministry of Finance. And for- 
eign exchange “netting" - a 
practice whereby several dif- 
ferent transactions are con- 
solidated to save money - is 
difficult. (Although netting 
was not technically banned, 
the legal status of it has 
been unclear and so many 
companies have been reluc- 
tant to employ it) 

However, the Big Bang 
reforms will change this. 
Later this year the legal sta- 
tus of netting will be con- 
firmed. On April l, restric- 
tions preventing non-banks 
conducting foreign exchange 
business will be lifted. And 
from April I prior approval 
for foreign exchange transac- 
tions will be unnecessary. 

This could have significant 
impact Brokers and trading 
companies, for example, are 
likely to develop their own 
foreign exchange businesses 
- meaning that they will no 
longer have to pay fees to 
banks. The introduction of 
netting wiD also cut corpo- 
rate costs. Indeed, the gov- 
ernment calculates the two 
measures could save Yl75bn 
a year for companies. 

But the biggest potential 
impact is in domestic 
savings. For after April l 
investors and companies 
should be able to use over- 
seas financial services more 
easily. In essence, they will 
be free to place their money 
in higher yielding bank 
accounts, investment trusts 
or life assurance contracts 
anywhere in the world. 

Some observers fear this 
could lead to a massive capi- 
tal flight out of Japan. But it 
is not clear yet how big the 
impact will be because 
domestic companies are 
scrambling to make them- 
selves more attractive, to 
compete. And as so often in 
Japan, there is a crucial 
catch: although the govern- 
ment no longer demands 
prior approval for 1 moving 
funds. It is introducing 
reporting requirements after 
the event This stipulates 
that banks or brokers must 
report any movements worth 
more than Y2m to the tax 
office. 

What the tax offices will 
do with this is unclear, they 
do not currently have 
enough staff to track such 
flows. But if the new system 
is perceived as a way to curb 
tax dodging, it could reduce 
the size of potential capital 
Dows. 

The other eye-catching 
reform on April 1 - liberalis- 
ation of brokerage commis- 
sions - is similarly complex. 
Commissions for transac- 
tions over Ylbn have 
already been deregulated. 
However, on April 1 commis- 
sions ou transactions down 
to Y50m will be removed. 

This step could also have 
huge implications for the 
brokerage sector: analysts 
are currently forecasting 
that commissions could fall 
by 30 per cent to 50 per cent 
This could hurt smaller Jap- 


BIG BANG SCHEDULE 

Fiscal 1997: - 

Options trading in individual stocks introduced. 

Asset management accounts at securities firms permitted. 
Holding companies permitted; initially restrictions on finan- 
cial holding companies, but it is planned to remove these 
later. 

-|0gg 

Brokerage commissions on transactions over Y50m liberal- 
ised __ 

Foreign exchange operations, overseas deposits and cross- 

border securities transactions liberalised 

System of “prompt corrective action" introduced to force 
troubled financial institutions to take early, corrective action 
Bank of Japan given . nominal independence to set interest 

rates _ . 

Securities and Exchange SurveiHanoe Commission powers 
strengthened and penalties for financial transgressions 

toughened. 

Rating agency for insurance brokers reformed. 

Restrictions on securities derivatives lifted. .... . _ 

Licensing system for securities brokers abolished to 
encourage the entry of new partici pants. 

Banks permitted to start selling Investment trusts. 

Financial institutions allowed to establish special Purpose 
S^Sas in Japan for the purpose of asset backed 

Non-bank lenders aflowed to issue straight bonds. 

Fiscal 1999 

All stock broking commissions liberaksea 

Business resections on brokerage houses and bust bank 

W) banka permitted to make straight bond 

jSSete accounting system win shift towards one based 
S^Tsdidated, and mark to market accounting. 

^1-^ross settlement banking payment 

improve the short-term money market. 

fitted to sell some forms of life insurance 
EE SL* aNe to enter each others’ 

businesses through subsidiaries. 

qo™- reports from the Japanese govemment^advisory 
^^J^Lcurities. banking and insurance sectors 


anese brokers wbo depend 
on commissions for reve- 
nues. But the Impact may 
rally become apparent over a 
long period because commis- 
sions below Y50m will only 
be liberalised in late 1999 
(the precise date la unclear.) 

Meanwhile, some western 
brokers have already been 
quietly discounting their 
listed fees, or conducting 
business offshore for clients 
at lower cost even before 
April l. 

Aside from these changes, 
other reforms will also come 
in on April l. A new system 
of bank accounting and mon- 
itoring will be introduced. 
This * system, known as 
Prompt Corrective Action, 
will demand more disclosure 
from the banks, and give the 
Japanese authorities the 
right to close down any 
banks which do have suffi- 
cient financial strength. 

The system was due to be 
imposed on all banks in fis- 
cal 1998 but was recently 
delayed for a year for the 
domestic b anks because of 
fears that they were too 
financially weak to meet the 
new standards. 

Also in April a 50-year-old 
ban on finan cial sector hold- 
ing companies will be lifted. 



The Ministry of Finance produced 2,129 pages of legislation 


This move may encourage a 
host of banks, brokers and 
insurance groups to create 
bolding companies. How- 
ever, there is yet another a 
catch: consolidated tax pay- 
ments are not allowed in 
Japan at present, meaning 
that there is little tax attrac- 
tion in making the switch. 
Parts of the Ministry of 
Finance want to c hang e the 
tax system. But the budget 
bureau has hitherto resisted. 

Further changes will take 
place during the course of 
fiscal 1998. In the early sum- 
mer, a new financial supervi- 


sory agency will be set up. 
Precise details about how 
this will operate are still 
unclear but it will effectively 
remove many of the supervi- 
sory powers from the MoF. 
although it appears that its 
staff will be takon from the 
ministry. 

Towards the end of calen- 
dar 1998 (the precise date is 
not yet fixed) another wave 
of legislation will come in. 
One key change is that 
banks and securities compa- 
nies will be permitted to 
start mutual fund (or 
“investment trust”) busi- 


nesses for the first time. 
Shortly after this, insurance 
companies are also likely to 
be given permission to dis- 
tribute mutual funds. 

This step could have an 
important impact on the 
mutual fund business, which 
is strikingly underdeveloped 
in Japan. At present, mutual 
funds can only be distrib- 
uted by brokers. However, if 
Knwirs and insurance compa- 
nies are allowed to enter the 
business as well, the distri- 
bution channel will surge. 
And as a further spur to the 
industry, the range of 


mutual funds that can be 
sold will be broadened: pri- 
vate offerings, for example, 
will be permitted for the first 

Another change, scheduled 
for late in 1998, is that the 
licensing system for securi- 
ties companies will also be 
reformed. Instead of having 
to apply for a formal licence, 
companies will only have to 
register with the govern- 
ment. The of this is to 
make it easier for companies 
to enter the securities busi- 
ness. However, capital ade- 
quacy requirements will also 
be tightened for securities 
companies. This will make it 
easier for the authorities to 
close down companies which 
are financially weak. 

At the same time, non- 
bank: financial institutions 
will be allowed to issue cor- 
porate bonds. This should 
make it PF<rier for the con- 
sumer loan companies, for 
example, to raise funds for 
their businesses. 

Then, in fiscal 1999, more 
reforms occur. Perhaps the 
most important will be that 
securities companies and 
trust banks will be allowed 
to enter each others' busi- 
nesses through subsidiaries. 
The aim of this is to foster 


new competition across the 
sector, but it is also likely to 
reinforce the trend towards 
the creation of universal 
financial service companies. 

The fi nal batch of- reforms 
will occur in fiscal 2000 and 
largely affect the Insurance 
industry. These reforms 
have baan delayed until the 
last part of Big Bang largely 
because of intense opposi- 
tion Cram the insurance sec- 
tor. An additional complica- 
ting factor is that Japan has 
recently been involved in 
negotiations with the US 
over the liberalisation of the 
sector from a trade perspec- 
tive. 

But the Big Bang time- 
table stipulates that by the 
end of 2001, insurance, bank- 
ing and securities companies 
will be allowed to enter each 
others' businesses through 
subsidiaries. This will 
ensure that all the remain- 
ing barriers between differ- 
ent financial sectors are 
removed, providing another 
spur to competition. 

This, in effect, will mark 
the final stage of Big Bang 
-assuming, of course, that 
an already complicated time- 
table does not become 
delayed or any more com- 
plex between now and 2001. 
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A 


Strategy 

and 

technology 

deliver 

results. 


DELOITTE 

CONSULTING: 

Strategy 

and technology 

only deliver 

promises. 

People and processes 
deliver results. 


Some consultants specialise in strategy. Others focus on new technology. 
What too many fail to recognise is that without significant change to the 
processes people use with these new strategies or technologies, 
their promised returns will never be fully realised. 

At Deloitte Consulting we have always understood how critical people are 
to implementing real, lasting change. You can see it in our working style - a 
uniquely flexible, respectful and collaborative approach that prompted 
one analyst to tell Computerworld? “We hear time and again 

that they are the most nser-friendly." 

Which is important Because it helps us get your entire organisation, 
from boardroom to backroom, to buy into changes at hand 
And gives us the ability to transfer the knowledge and skills your people’ 
will need to deliver the full benefits of any new strategies and technologies 
And to keep those improvements from unraveling after we’ve gone* 

For results you can count on today. And build on tomorrow. 


A very different approach. Forvery different mc.h-cj 

Deloitte &TbncIie Consulting 
Group 
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Kantoh Securities 


Speculating at the 
sharp end of the 
securities market 


Gambling is officially 
frowned upon by the 
Japanese authorities, so 
people invest in the stock 
market instead. But will 
the arrival of deregulation 
spell the demise of the 
numerous discount 
brokerage houses that 
fulfil the nation’s innate 
desire to punt? 

At the smoke-filled 
offices of Kantoh Securities 
in central Tokyo one recent 
morning, speculation was 
in full swing as a hard cote 
of the firm’s 2,000 
customers congregated 
around flickering screens. 
Kantoh is oue of the many 
firms that rely almost 
exclusively on commission 
income for survival, and 
its executives are 
predicting some tough 
times ahead when fixed 
commissions are abolished 
next year. 

It is at this end of the 
securities market, with 
virtually no exposure at 
the moment to foreign 
competition, that 
resistance to Japan’s Big 
Bang is strongest, 
although most are not in 
any position to influence 
its timing or outcome. 

“We are forecasting a 
drop in commission income 
of 40 per cent, so we are 
worried and concerned," 
says Tadatoshi Hondo, 
president of Kantoh. “If 
our commission income 
falls by that mncb, it will 
cost us Y600m over three 


years. 

The 30 or so people in 
the office that morning are 
among about 200 people 
- Mr Kondo describes them 
as “more or less 
semi-professional 
investors" - who are 
responsible for the bulk of 
the firm’s commission 
p iwmie. Kantoh had total 
revenues of Y943m in the 
year to March 1997, of 
which Y673m came from 
commissions. 

“These customers are 
free - to choose what they 


Vincent Boland 


!/ Receive a royal welcome. 


THE BROKERS • by Vincent Boland 


Difficult days for securities houses 

r and Wako, have 


want to buy and sell. For a 
small business like ours, it 
is important to maintain 
this type of business," he 
adds. 

Across Tokyo, however, 
there is growing 
speculation about what the 
fate of these and other 
small brokerages will be 
once commissions are 
liberalised. There is one 
small ray of hope for them 
- in the US and the UK 
after their versions of Big 
Bang, commissions on 
small retail transactions 
actually rose after 
deregulation. But even if 
that happens, it may not be 
enough to make up for the 
loss of business to larger, 
more professional and 
perhaps safer firms that is 
expected to be the trend as 
deregulation takes hold. 
That is why some firms, 
including Kantoh, are 
looking to merge with 
similar rivals to gain 
market share and a firmer 
foothold in the new 
market 

Earlier this year Kantoh 
and Dojima Securities, a 
discount boose in Osaka, 
announced that they were 
to merge, in what may be 
the first of many such 
transactions in the coming 
months. Mr Kondo 
describes the merger as a 
strategy for s urv i vin g Big 
Bang, a strategy that will 
have to be embraced by 
other discount brokers 
after years of losses caosed 
by the stock market slump. 

“This merge* is a sincere 
hope that we wifi continue 
to survive after Big Bang, 
bat I am more worried 
than confident," he says. 
Nevertheless, Mr Kondo is 
co on ting on the patriotism 
of the Japanese, and 
especially of his type of 
investor, to shun the 
blandishments of foreign 
competitors and remain 
loyal to firms such as 
Kantoh. 


The brokerages 
depend heavily 
on commissions 
which are due to 
be abolished 


After the collapse of 
Yamaichi Securities at the 
end of last year, the lesser- 
known firm of Hokusai Secu- 
rities was propelled into the 
spotlight by taking its place 
as Japan's fourth-biggest 
securities company, behind 
Nomura. Daiwa and Nikko. 

ft is a position that makes 
Koichi Kane. Hokusai's exec- 
utive managing director, a 
little uneasy. “We never 
wanted to be in the top four, 
but we are now. Quite 
frankly, market share has 
never been our aim. but 
profitability is. In that sense 
we are somewhat unique. " 
says Mr Kane. 

Because these are difficult 
days for Japan's fabled secu- 
rities houses - a moribund 
stock market, the imm inent 
ending of fixed commissions, 
intense competition, and the 
ever-present threat of scan- 
dal - the league table has 
never been more fluid. And 
not all the surprises the 
industry is facing are likely 
to be as pleasant as Hoku- 
sai's sudden elevation to the 
top rank. 

Japan's brokerages are 
heavily dependent for their 
income on fixed commis- 


sions, which are to be abol- 
ished with deregulation of 
the country's financial mar- 
kets. How they will cope 
when that finally happens 
next year is the question 
they are all now asking. 

Survival is assured for 
some, sqcb as Kokusai. ^nd 
Kosei Securities, an aggres- 
sively lean firm in Osaka. 
For others, a painful read- 
justment, if not a painful 
exit, is in prospect. 

“Japanese securities com- 
panies have to introduce 
measures to increase reve- 
nues." says Yasuo Kanzaki, 
chairman emeritus of the 
Nikko Research Centre. 
“They will have to switch to 
fee income and away from 
commission income. That 
will put the emphasis on 
total asset volume rather 
than on portfolio turnover." 

At the same time, other 
observers add, they will 
have to control and cut costs 
and expand the range of 
products they offer the cus- 
tomer. Doing all of these 
things together, and success- 
fully, will be a tall order for 
many firms. 

To be fair, some are 
already working on post-Big 
Bang strategies. Alliances 
are emerging between local 
and foreign firms to develop 
and sell new products, espe- 
cially mutual funds and 
“wrap" accounts, to capture 
a bigger share of Japan's 
enormous personal savings 
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market. This is valued at 
YI ,200,0006 n, a number that 
slips easily from every Japa- 
nese banker’s tongue, and 
the vast bulk of it is in cash 
deposits or post office 
savings schemes. 

As well as looking to 
broaden their product 
ranges, some, such as Kafcu- 
sai, are focusing on costs. Mr 
Kane says his firm began 
cutting its cost base in 1990. 
when the company’s profits 
were at a peak and the bub- 
ble stock market had yet to 
suffer its disastrous attack of 
vertigo. It also, unusually, 
got rid of job titles and Intro- 
duced bonus remuneration 
for staff linked to perfor- 
mance. 

Today. Kokusai claims a 
25 per cent share of the mar- 


ket for sales of. investment 
trusts managed by western 
investment banks such as 
ftnlriTnan Sarfris ftnri Morgan 

Stanley. Its target market is 
rich individuals seeking 
more professional manage- 
ment of their wealth. 

It also has a niche position 
in initial public offerings 
and bond trading, and along 
with Kosei and Nomura, 
which owns 33 per cent of 
Kokusai. is much less depen- 
dent mi income from, com- 
mission than other 

The result, according to a 
report in F&ruary by Deut- 
sche Morgan Grenfell, is that 
Kokusai “is one of the few 
major brokers outside, the 
Big Four with a decent earn- 
ings record." Firms of a simi- 
lar size, such as New Japan, 


Kankaku and WakOr nave 
not been so fortunate- _ 

Others are how seeking to 
copy Kokusai’s .formal*- 
Dafera Securities usxffeOed its, 
own Big Bang strategy at 
the end of last year that 
includes reorganising man- 
agement. increased invest- 
ment in technology, develop- 
ing a global product line 
including investment bank- 
ing, introducing the bonus 
system of rewarding staff, 
and allowing staff over 50 to 
retire earlier than the -statu- 
tory age of 60 if they wish. 

The strategy “is all. based 
on the unders tan d i ng that 
we will not survive intensi- 
fied competition without it," 
says Shinichi Yamamura, 
Daiwa managing director 
and board member. 

Daiwa, Kokusai and a 
handful of others are either 
big eno ugh or nimble 
enough to survive. But 
Japan’s large number of 
under-performing or loss- 
making securities firms 
could be the real losers after 
Big R»»»g 

Those most dependent on 
equity -trading, which tn 
large measure consists of 
little more than churning 
portfolios to earn commis- 
sion, will be hardest hit. 
Experience from the US and 
the UK shows that most 
commissions, except for 
gmaii retail transactions, fell 
sharply after deregulation. 
Japan is likely to be no dif- 


ferent *?njere Are too many 
secur i ti es. houses, f would . 

wrt be surprised- tf«thirt Df 

than west undsr,** Mr haw 


says. ... 

“The marginal firms must ^ 
consider rationalisation, 
because i don’t necessarily' 
see fetailccsninfestoos rfatag' 

as they did to thousand the, 

UK when institetibnaL com- 
missions jell." . .jl 

If vulnerable - finns _are>_ 
unable to guarantee their • 
survival iiUfepcndenliy. tiwy - 
may find security-, in the- 
aims of Japan’s commercial >; 
banks, Big Bung wfll «Bow 
the bank?, to deviddp then* 
own. securities businesses. - 
and their retail networks 
will give them a powerful 
advantage in seffihg.to new - 

customers. 

However, executives at 
securities firms- generally 
sound lukewarm in-discuss-. ' . 
ing the possibility of- being . 
taken over. 

One growls: “We have 
nothing to learn" from. our 
Japanese competitors-*" . . - • - 

Instead, as outlined by . 
Goto Tatsumi,. chairman 'of - 
Kosei Securities, firms need 
to focus more on what their -; , 
clients need and develop 
products that can be sold. 

“We should think in global 
terms in developing new- 
products," .he says. "Just-. 
having an investment mar- 
ket of YiJJOO mifiknr million 
is not enough in itself. s We . 
have to add value." *' 


THE BANKS* by Gillian Tett 


Rivalry to replace cosy collaboration 


The competitive 
battle seems to be 
starting. Painful 
choices will now 
have to be made 



A few months ago. Sanwa 
Bank, one of Japan's largest, 
took an innovative step. 
With Big Bang looming, it 
proudly announced it would 
offer customers a service no 
other Japanese bank had 
done - telephone banking. 

What happened next took 
Sanwa by surprise. Sumi- 
tomo. another huge bank, 
promptly started telephone 
banking as well - precisely 
one day before Sanwa. “We 
wanted to show we could be 
first," says a Sumitomo exec- 
utive cheerfully. 

The tale might seem triv- 
ial- But it points to a wider 
- and potentially momen- 
tous - shift in Japan's bank- 
ing world. 

Until now Japan’s banks 
have operated through cosy 
collaboration, not rivalry. 
But Big Bang promises to 
create a newly competitive 
climate. As the banks scram- 
ble to respond, the uncer- 
tainty now is whether this 
competition will leave the 
banks looking stronger than 


before - or whether the 
attempt to make Tokyo a 
globally competitive finan- 
cial centre will take place at 
the expense of the domestic 
banks. 

Drastic change is certainly 
needed because, with or 
without Big Bang, the fact is 
that Japan's banking system 
is currently in a mess. The 
basic problem is that during 
the past five decades the 
government has developed 
the financial sector around a 
national goal of directing 
savings to manufacturers, 
rather than building profit- 
able banks. Banks, for exam- 
ple. have maintained close 
links with customers 
through cross-shareholdings. 
Competition has been 
reduced by a so-called “con- 
voy" system in which strong 
banks were expected to sup- 
port the weak. 

Businesses were strictly 
segregated: Japan's three 
long-term credit banks pro- 
vided long-term lending; the 
20 “city" banks focused on 
retail business; the seven 
trust banks offered asset 
management services; and a 
mass of regional banks ser- 
viced local clients. 

This pattern worked when 
Japan’s economy was grow- 


ing rapidly. But it is now in 
crisis. The bursting of the 
1980s babble has left the sec- 
tor weighed down with huge 
problem loans, currently put 
at some Y77,000bn. The fell- 
ing stock market has slashed 
the value of the banks’ 
equity portfolios, which the 
banks count towards their 
capital. 

Meanwhile - and most cru- 
cially - the banks' business 
f ranchis es are v anishing . 
Japanese companies no lon- 
ger rely exclusively on the 
banks for funding: since' 
1993. companies have 
increased their reliance on 
capital markets from 29 per 
cent of funding to 42 per 
cent. 

Spreads on corporate lend- 
ing have slumped. And 
thoagh some banks have 
wanted to diversify, they 
have been prevented by 
industry segregation. Most 
hanks have been inrrpftgiwg , 
not shrinking, their loans In 
recent years. Consequently, 
David Atkinson of Goldman 
Sachs, calculates that even if 
the Japanese banks cut all 
costs, their ROE would be a 
shockingly low 19 per cent, 
compared with 30 per cent 
and 68 pm* cent in the US 
and UK. 


Paw Big r ha n g a tins? 
Some reforms may ..help. 
Tearing down industry barri- 
ers. for example, will, allow 
banks to enter new busi- 
nesses, such as asset man- 
agement. Introducing hold- 
ing companies could allow 
more efficient management. 
And irrespective of actual 
deregulation, the debate 
about Big Bang Is ushering 
in a new willingness to flout 
the “convoy" system.. 

Meanwhile, the banks are 
scrambling to show inves- 
tors . that they have • hew 
strategies, spurred on by a 
plunge in their share prices 
last year. 

Nippon Credit Bank, for 
exampter has decided that it 
wants to target smaller com- 
panies. Yasuda Trust is 
withdrawing from overseas 
business. The industrial 
Bank of Japan is frying to 
turn itself into an invest- 
ment bank. Sumitomo Rank 
is trying to become a leading 
distributor of mutual funds. 

This is encouraging: until 
recently the banks rarely 
talked about specialist busi- 
ness niches or shareholders. 
But it may not, in itself, 
solve the banking sector’s 
woes. For If the banks are to 
become competitive by west- 


ern standards, they must 
address other issues. 

One is their bad loans. All 
are now pledging to make 
huge write-offs in the 1997 
fiscal year that is forecast to 
leave the top 19 banks collec- 
tively recording Y3,608bn 
worth of losses in fiscal 1997. 
But the banks are still prov- 
ing, painfully slow to actu- 
ally realise the loss by sell- 
ing fixe land they hold. 

Another . is their manage- 
ment style. This has tradi- 
tionally been very hierarchi- 
cal, with pay set by age and 
staff rotated frequently 
between jobs. But globally 
competitive banks, require 
highly motivated specialists. 

Some Japanese banks are 
now reforming their, person- 
nel system along these lines 
but none has yet made seri- 
ous job cuts. Meanwhile, 
many are losing good staff to 
western competitors who 
offer better pay. 

But the biggest issue. of all 
is the sheer number of 
banks. Margins are currently 
low because too many banks 
are chasing the same busi- 
ness. There are hints that 
this is changing; a' few 
regional banks have recently 
closed or merged. Last 
autumn. Japan saw some- 


thing hitherto considered, 
inconceivable' - one of its top 
20 banks, Hokkaido Taku- 
shoku, collapsed. 

But reform, as so often in 
Japan, is painfully slow. The 
government how insists that 
no other big bank will be 
allowed to fail Indeed, this 
month it agreed to pump 
some Yl.SOObn into the 
banks - both weak and 
strong - to increase their 
capital base. Government 
officials argue that if capac- 
ity is taken out of the sys- 
tem. it should be done not 
through outright failures, 
but through mergers and the 
creation of holding compa- 
nies instead. 

This might work -over 
time. But time is not some- 
thing the banking sector 
has. 

If Japan can accept a wave 
of consolidation, then the 
strongest banks could flour- 
ish. If it cannot, then the 
country's banks will stag- 
nate - and. Japan will see a 
half-hearted Big Bang. 
Either way, Sanwa' and ; 
Sumitomo’xrivalry over tele- 
phone banking is one sign- 
the competitive battle' is 
starting. The country now 
has some painful choices to 
make. 


Yet another challenge 


PROFILE 




The threats and 




opportunities 
offered by 
deregulation are 
only one concern 


The Big Bang for Japan’s 
insurance industry may 
actually have been heard a 
year ago. when Nissan 
Mutual, a life assurer, col- 
iapsed. 

The Hashimoto Big Bang 
is just another step in a 
series of challenges which 
have faced the industry over 
the past decade. Foreign 
pressure, particularly from 
the US. has already led to 
the opening of Japan’s insur- 
ance market to foreign firms, 
as well as starting to break 
down barriers between com- 
petitors in different sectors 
domestically. 

Those moves have been 
gradual. But the sudden col- 
lapse of Nissan Mutual, a 
medium-sized life company, 
in April last year, dramatic- 
ally rocked complacency 
about Japan’s insurance 
industry among consumers 
and in financial circles. 

It also illustrated how Jap- 
anese life insurers have 
slipped from being interna- 
tional financial giants to 
struggling companies over- 
burdened mth bad loans and 
with capital bases weakened 
by years of paying out more 
In guaranteed returns to 
policyholders than they were 
making on their own invest- 
ments. International ratings 
agencies have recently 
issued pessimistic reports on 
the life sector; several com- 
panies were given highly 
marginal ratings. 

Nissan Mutual’s downfall 
hit unsuspecting poilcy- 

hnlders^ whn had,a«wnmpd„ 


that because the company 
was regulated by the finance 
ministry, their money was 
safe. In fact most will lose a 
large proportion of their 
money because there was no 
guarantee scheme for insur- 
ance policies in place. 

This realisation shocked 
Japanese consumers into 
looking more closely at their 
insurance arrangements. 
New business is down at all 
life companies, and policy 
cancellations have been run- 
ning at record rates, with 
the trend particularly notice- 
able at the smaller, weaker 
insurers. American Life 
Insurance, one of the longest 
established foreign insurers 
in Japan, now emphasises in 
its advertising that it is AAA 
rated. 

At the same time as other 
regulations are being 
relaxed, the government Is 
planning new legislation to 
help prevent more collapses, 
and protect consumers if 
they should happen. 

Firstly, the finance minis- 
try will monitor the solvency 
levels of insurance compa- 
nies, particularly life assur- 
ers, more closely. It became 
clear after Nissan Mutual 
failed that the company had 
been insolvent for months. If 
not years. The new system 
will force insurers to dis- 
close Information about 
their financial status to reg- 
ulators, who can then insist 
on prompt action to deal 
with the problem, rather 
than allowing business to 
continue as usual, 

And in case this parly 
warning system does not 
prevent further collapses, 
“policyholder protection cor- 
porations" are due to be set 
up, funded by compulsory 

-OOflLfJ^Irtinnc .ft-rwt Inaimirc 


They will cover at least 90 
per cent of policyholders' 
funds in the event of an 
insurer’s collapse. 

The funds should, be up 
and running by December 
this year. . 

Meanwhile, deregulation 
has already increased oppor- 
tunities for those companies 
willing and able to take 
advantage of them. Life com- 
panies are being allowed, to 
move into the non-life sec- 
tor, and vice versa, while the 
third sector -areas such as 
critical illness cover- 
age - which has long been 
the home territory of the for- 
eign insurers, is to be 
opened up to all come rs . 

Some domestic companies 
seem to prefer the status 
quo. however, and have been 
unwilling to move aggres- 
sively into new markets. 
Foreigners are not so shy. 
Some, such as A IG, have 
been active In Japan tor a 
longtime. . 

One thing the foreign com- 
panies bring with them is a 
more advanced approach to 
underwriting and policy 
design. Previously, Japanese 
insurers had a “one size fits 
all” approach - there was 
little differentiation in pre- 
miums to take account of 
varying risks. 

Premiums also hardly, var- 
ied between companies 
because competition was 
mainly on the strength and 
persistence of the sales 
force, together with the 
insurer’s relationships with 
other companies. Now, 
deregulation is matring dis- 
counting, innovative policy 
design and risk-weighted 
premiums possible, with for- 
eign insurers leading the 
way. 

T ifo iremwnpa <vwi»viT.lnc . 


were the traditional home 
for a large proportion of 
Japan’s savings, both from 
individuals, through savlngs- 
linked insurance products, 
and from pension funds, 
which entrusted their funds 
to life insurers to manage. 
That is changing. 

With Big Bang, individuals 
will be given a far greater 
array of savings products to 
choose from, including ones 
in different currencies and 
investing in new instru- 
ments. Poor returns, from 
insurance policies mean that 
the insurers . will be strug- 
gling to hold on to much of 
that business. . 

The options for pension 
funds have already been 
broadened to include foreign 
Investment advises, and the 
remaining hmitations should 
soon be lifted. There are 
already signs that more pen- 
sion funds, both private and 
public, are turning to foreign 
investment managers. Their 
investment returns are con- 
sistently better than Japa- 
nese life companies, which 
have much 'more conserva- 
tive investment policies. 

One life assurance analyst 
says that (he changes expec- 
ted under Big Bang will 
accelerate the general trend 
towards differentiation in 
the market, helping the 
strong companies become 
stronger, and pushing the 

weak ones closer to the edge. 

But ihe threats and oppor- 
tunities offered by deregu- 
lation are just one of Japa- 
nese insurance companies’ 
current concerns. Their 
financial state and poor 
investment returns may be 
much more significant, at 
least in the short term, than 
any loosening of the regula- 

tnrir 


Not many; : chairmen - oi' ' ers: r lie " speaks with a 
Japanese .finanrial ,eon^: . directness unusual in 

a «*tiy 

Sniped suit Instead of the 
Y*m^al»i, attire. Never- 

Ms business has 
1?na ^W^>;te gro_Wb: fast: annual loan' 

Mr Trii ’SKS? W ^’- grQwth has exceeded 12 per 

• 5. company, . has r cent in five of the past six 

th5 -theraitJpany 

° angs “? tt orok^s-^ttiree - tax: profits have sunn** 


too re growth this year,” fra 
says. “Our' business seeuis 

^^cesrion-proof;" ; v : J- *■ > 

Such, a record is str ung 
given that Tairefujf is 
barely known \ outside 


.■ This success has partly 
.occurred, because being 
outside the ■ traditional, 
g?.T* r u“ent-protected 
financial hierarchy has 
allowed Mr Take! to avoid 


BlgBang wfll aHfcw new heea huK> - 


companies and. consaimer 


-to tufroduclng new 
services, such as late apep- 
u^.loan dispensers. And 


dom to giter Japan’s hroker s 


ciai sector. And in some 

cases . these newcomers 


pw cent of Takefuji's 

;j2Jch.- managers are 


may prove more m - luanagers - are 

adjusting than, the tradi- the 

tional banWandbriiSk ~ att * ac * good skills 

king -and shared hymapy looming, 

of, the- nou-bankfina^S kiSmS “ “T? trytoig 
companies, such as\Pr»m, inZS mare “aSnstream 
fee, Acorn, ;NichSei dndlhe : AJthoa 8 h It 

Shohkoh Fund. . ~ ^ .cent family 


-Kf Take! set up (he con- 
wnner finance company to 
. th, v Ja j e 1960s; after ^ 


w more mainstream 
^Ptonce. Although it 
was 77 per cent family 

toW about a tenth of his 

list on 
section. He is 


noticed that- consfriere Section * He * 

found it Hard to for 

shortterm loans'ih a hurrv ES J^ estors - “Foreign 
because of _the rfrrfd ' ^^^ons seem to xmdet- 


^ bang* 

He cuts a very different - ****• 

fieureftvin, 


Gillian Tett 


$pr< 


a\ S'. • 









FINANCIAL TIMES THURSDAY MARCH 


26 199S 


Pris 



INVESTMENT BAM KING • 


by Vincent Boland 


Why Tokyo’s bankers are definitely not for tennis 

Tf-lO A __ that n>k»4 i_ j. - _ ^ 


The 'Wimbledon 
scenario’ is just 
one worry 
associated with 
Japan’s Big Bang 

A decade after London's 
financial markets were 
thrown open by its own Big 
Bang , the dominant invest- 
ment banks are American. 
The City of London is a 
global financial powerhouse 
bat many of the great names 
of British finance - Philips & 
Drew, Rowe & Pitman, Mor- 
gan ChenfeD, and Hambros 
- have vanished or will soon 
do so. gobbled up by foreign- 
ers. 

Japanese Investment bank- 
ers refer to this as “the 
Wimbledon scenario”, by 
which they mean that 
Britain hosts the world's 
best tennis tournament, but 
a Briton never wins. 

Not surprisingly, they say 


fiiat what happened in Lon- 
don could never happen in 
Tokyo. 

Perhaps they are right. 
Tokyo’s investment hanfca 
are more important to the 
Japanese economy than Lon- 
don’s ever were to the UK's, 
and Nomura, Daiwa and 
Nikko now have a global 
presence. More importantly, 
they have a vice-like grip on 
their domestic market, even 
if it has been sustained by 
heavy regulation and a fair 
degree of inertia. 

And yet there is no escap- 
ing how worried Tokyo's 
fin a n cial sector is by the 
threats inherent in Japan’s 
Big Bang. The country's vast 
personal savings market will 
be thrown open to competi- 
tion from foreign houses. Its 
leading companies will be 
free - indeed, may be forced 
- to look to the likes of Gold- 
man Sachs, Morgan Stanley 
or Merrill Lynch for mergers 
and acquisitions advice. 


The lifting of exchange 
controls win mean capital is 
free to move abroad. And the 
technological prowess of 
western houses could give 
them a d efini te advantage. 

In one sense, the cards 
appear to be stacked against 
the locals. Japan’s invest- 
ment banks are already free 
to virtually do as they 
plea se, and Big Bang will 
bring few opportunities to do 
things they cannot do 
already. 

Foreign banks, on the 
other hand, hardly hide 
their excitement. Deregu- 
lation will create a level 
playing field for everybody, 
and it stands to reason tha t, 
those institutions that have 
been handicapped up to now 
will gain the most 

“Foreign banks hart 20 per 
cent of Tokyo stock 
exchange turnover in 1996. 
In 1997, it was 30 per cent 
There is a very good chance 
we could go to 40 or 50 per 


cent” says a western invest- 
ment banker. 

“Many Japanese compa- 
nies are saying they don't 
need more than one Japa- 
nese broker and are 
choosing a foreign hank to 
act alongside. Foreign 
houses are the best suppliers 
of quality research. And 
there isn’t the depth of trad- 
ing skills on the Japanese 
side." 

In an already crowded 
marketplace, competition is 
about to get even tougher, 
many observers agree. 
“There are some 20 inte- 
grated investment banking 
houses in Japan,” says 
YasUO Kanzaki, chairman 
emeritus of the Nikko 
Research Centre. “When the 
market is deregulated, 1 
don’t think more than five 
can survive. Houses will 
have to merge or be taken 
over. There will be rational- 
isation.” 

Some foreign investment 
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The sector could 
offer some of the 
most enticing 
prospects for 
foreign companies 

In the downtown Shinjuku 
area of Tokyo this spring, 
Michiko Masuoka is spread- 
ing a new financial gospel. 

Several months ago. Fidel- 
ity. the US mutual fund 
group, took advantage of a 
reform in the Big Bang 
deregulation to set up a mar- 
keting point in a branch of 
Sanwa Bank -one of the 
first ever seen in a Japanese 

h ank. 

Now Ms Masuoka is try- 
ing, after a few weeks of 
training by Fidelity, to 
explain a concept that most 
Japanese have hitherto been 
unfamiliar with - using 
mutual funds fix' long-term 
savings plans. 

“It’s a different way of 
thinking for us in Japan,” 
Ms Masuoka says, sitting in 
a smart new booth, where 
she is currently meeting 
about a dozen Japanese cus- 
tomers each day, mostly 
men in their thirties and for- 
ties. "But I think people are 
interested," she adds. 

The Y60,000bn question, 
though, is just how inter- 
ested? As Big Bang gets 
imHar way, the mutual fund 
sector could potentially offer 
some of the most enticing 
prospects for foreign compa- 
nies. For although mutual 


funds have been strikingly 
underdeveloped so far in 
Japan, hopes are rising that 
the country could see rapid 
growth, like tha t in the US, 
in tha coming years. 

But retail financial ser- 
vices is also a business area 
deeply embedded in Japa- 
nese culture. Consequently, 
the crucial issue now is just 
how quickly western compa- 
nies. will be able to persuade 
the Japanese public to adopt 
“foreign" concepts such as 
US-style mutual funds? 

There is certainly a strong 
incentive for western compa- 
nies to try. Japan’s consum- 
ers are famously estimated 
to have some Y1.200,000bn 
worth of savings. But most 
of this money is placed with 
Japanese hawks brokers, life 
insurance companies and 
the national post office, 
which generally yield very 
low returns. Mutual funds 
(known as investment trusts 
in Japan) account for a mere 
3 per cent of all savings. 
This is a quarter of the US 
level -and is actually lower 
than the proportion In Japan 
In the late 1980s. 

However, there is now 
growing pressure far change. 
The media coverage of Big 
Bang has left many Japanese 
consumers more aware than 
ever before about Invest- 
ment alternatives and Big 
Bang itself will usher in 
reforms designed to promote 
the mutual fund sector. 

Later this year, for exam- 
ple, banks wfl] be permitted 


to sell mutual funds for the 
first time. Insurance compa- 
nies win probably follow a 
year later. As an interim 
step, banks were allowed to 
rent space to investment 
companies last year - a 
change which permitted 
Fidelity to establish its 
booth in Sanwa. 

Akira Ariyoshi. director of 
the Ministry of Finance 
research office says: "What 
we are doing is providing 
alternatives to bank and life 
insurance products which 
have low fixed rates of inter- 
est." 

Japanese companies are 
scrambling to respond. But 
mutual funds are one area 
where foreign companies 
have distinct advantages, 
because western companies 
already have a long experi- 
ence in the sector. And the 
poor performance of Japa- 
nese instruments in recent 
years is leading many con- 
sumers to look to non-yen 
investments -an area where 
western groups are particu- 
larly strong. In the past, year 
alone, for example, monthly 
sales of non-yen money mar- 
ket funds have risen six-fold 
to Y230hn, of which the vast 
majority are managed by 
western groups. 

This logic has already left 
many western companies 
expanding their operations. 
These include a host of well 
known US and European 
mutual fund groups and 
investment banks, such as 
Merrill Lynch, Mercury 


Asset, Management, Schro- 
ders, Putnam, Invesco and 
Smith Barney. "We think the 
opportunities here are 
huge,” says Steven Spelgel, 
Putnam’s senior manag in g ' 
director. 

it also includes some sur- 
prising operators; although 
Goldman Rafftm usually con- 
siders itself an investment 
bank it now has one of the 
fastest growing mutual fund 
businesses of any foreign 
group in Japan. 

But turning this excite- 
ment into actual sales will 
not be simple because 
although western companies 
have many advantages over 
their Japanese rivals, they 
also face two distinct prob- 
lems. 

One is distribution. Until 
now, western companies 
have been forced to sell 
products through domestic 
brokers. But these have 
often charged high fees and 
sometimes been reluctant to 
sell competing foreign prod- 
ucts. Allowing banks and life 
assurance to enter the 
mutual fund market should 
dramatically expand the dis- 
tribution channels, bnt 
banks and life assurance 
companies have limited 
experience of actually selling 
mutual funds. 

Some western groups are 
seeking alternatives. Merrill 
Lynch, far example, recently 
became the first non-Japa- 
nese group to develop its 
own brokerage outlets, by 
buying 30 outlets of the 


banks have already made 
strategic moves Into the 
market ahead of foil deregu- 
lation. Merrill Lynch has 
acquired most of the retail 
arm of the Yantai chi 

Securities and is to spend 
$30Qm building a retail busi- 
ness to capture a slice of the 
perso n al savings market. 

"I am encouraged by Mer- 
rill's move. It shows the 
investment banking infra- 
structure Is being devel-. 
oped," Mr Kanzaki says. 
aHrijng that go per cent of all 
mutual funds distributed by 
Nikko in the past three 
months were invested 
abroad and managed by oth- 
ers. 

Western bankers say asset 
management is a huge 
growth area for locals and 
foreigners alike. Tradition- 
ally, Japanese fund manag- 
ers have underperformed 
their foreign rivals not Just 
because the domestic stock 
market Is In a slump but 


because the sector has been 
so tightly controlled. Deregu- 
lation will shake it up a 
great deal, offering the 10- 
served Japanese consumer of 
financial products more 
choice. 

And because foreign-man- 
aged funds can offer higher 
returns, foreign asset man- 
agers say they are in a much 
stronger position to exploit 
the market. 

“Most of our Japanese 
competitors are behind the 
curve,” one says. “Asset 
ma n a geme n t Is an underde- 
veloped business here com- 
pared to overseas. We have a 
real advantage because we 
are equipped with modern 
marketing expertise and the 
ability to generate much 
higher returns than are 
available from Japanese 
asset managers.” 

Few foreign bankers 
would claim to be able to 
displace Nomura Securities 
from its position as Japan's 


leading investment bank, at 
least in Its traditional busi- 
nesses of trading, acting for 
Japanese companies, and 
selling to retail customers. 
Instead, they are focusing on 
innovation - offering prod- 
ucts that Japanese clients 
have not been able to use up 
to now. 

If Japan's Big Bang means 
anything, it means that new 
products wifi be easier to 
develop and market. The def- 
inition of a security will be 
broadened and. In legal 
terms, deregulation will 
mark a significant shift 
towards permitting any 
innovation that meets the 
usual prudential consider- 
ations and is not specifically 
prohibited. 

“Big Bang is going to 
enhance the scope for inno- 
vation in new products and 
services.” one banker says. 
“Two areas in particular are 
over-the-counter equity 
derivatives - indeed, derive- 
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failed Yamaichi broker. 
Fidelity is hoping to tig) into 
telephone, or even intranet 
sales. 

But most other western 
groups believe that develop- 
ing independent distribution 
channels is not feasible. And 
although some, such as 
Smith Barney or Putnam, 
are establishing partnerships 


and joint ventures with Jap- 
anese as an alternative tac- 
tic, these alliances create 
huge management chal- 
lenges. 

However, the second prob- 
lem is marketing. Mutual 
funds are currently a con- 
cept that many Japanese 
regard with unease This is 
partly because many house- 


holds lost money after the 
collapse of the 1960s stock 
market bubble. But Japanese 
brokers also traditionally 
tended to encourage consum- 
ers to "chum” mutual funds 
as soon as they yielded prof- 
its, rather than hold them 
for a long time. 

As a result, they are 
regarded more like gambling 


tives of all kinds - and 
securitisation, where a 
domestic ma^- fra* hag never 
really developed for regula- 
tory and tax reasons. It has 
started already and I tTrmk It 
is going to be a very big 
business.” 

Given the power and reach 
of firms such as Nomura, 
Daiwa and Nikko within 
their home markets - and, 
for example, Nomura’s prin- 
cipal finance group in Lon- 
don - their staying power 
should not be underesti- 
mated. Nor n h pnH thf» les- 
sons being learned from the 
collapse of Yamaichi be 
overlooked. 

Japanese bankers agree 
that Yamaichi was an enor- 
mous shock to the system, 
concentrating minds won- 
derfully ahead of Kg Bang. 
If anything , it h* 1 *? strength- 
ened the resolve to avoid, at 
all costs, a repeat of the 
dreaded “Wimbledon sce- 


tools than investments. 

Western groups are trying 
to change this perception.' 
Commerz International 
Asset Management, the fund 
management arm of the Ger- 
man banking group, for 
example, is distributing a 
GD-Rom cartoon, which uses 
simple parables to explain 
unfamiliar concepts such as 
diversification. “We explain 
that portfolio investment is 
like a garden. You need to 
plant different vegetables so 
that you can still have a 
good harvest even if one 
goes rotten,” says an official. 

Getting this message 
across will probably take 
considerable time. And in 
the interim, most companies 
expect to see steady, rather 
than explosive growth. But 
In a market the size of 
Japan’s, simply a 10 per cent 
annual growth in the sector 
could generate some lucra- 
tive business for both Japa- 
nese and western groups. 

"We are ready to lose 
money for 10 years," says 
Felix Fang, a general man- 
ager of Fidelity. "But I think 
there is the biggest opportu- 
nity for 30 years far foreign 
financial institutions to 
reach this market It’s a very 
exciting opportunity if .you 
look at the long term.” 


CORPORATE PENSION FUNDS • by Gillian Tett 


Reforms get under way 
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Western groups 
are making some 
important inroads 
in Japan’s 
pension industry 

Takahiko Okada, president 
of the pension fund at 
Fujitsu, Japan’s largest com- 
puter manufacturer, chooses 
his words with care. 

“Our company has taken a 
clear decision to take our 
pension money away from 
asset managers which do not 
offer high returns,” he says 
solemnly. “And we will give 
it to companies which do.” 

Coming from a western 
company, the comment 
might seem commonplace. 
In Japan, though, it points to 
a striking shift now under 
way. 

For as Big Bang looms a 
grow in g number of compa- 
nies are now trying to intro- 
duce changes in the way 
they run their pensions. And 
although western groups 
have traditionally been 
almost entirely excluded 
from ihe sector, the pension 
industry is now becoming 
one area where western 
groups are making some of 
the most striking inroads in 
Japan's financial world. 

Fujitsu is a case in point. 
It used to only use Japanese 
companies to manage Its 
pension money. But now, 
foreign groups such as 
Schroders, Mercury Asset 
Management, JP Morgan 
and Credit Suisse manage 20 
par cant, of Fujitsu's Y500bn 
fund. “We think western 
groups «an sometimes be 
more Independent," Mr 
Okada says. 

The tale is echoed across 
the sector. Last March, for- 
eign groups had a 5.9 pur 
cent share of the pension 
market, according to Hiroshi 
Nakagawa, managing direc- 
tor of Intersec. a pension 
consultant. By September it 
had risen to 7.6 per cent. 
And foreign groups are now 
winning 35 per cent of all 


new pension money being 
given to trust banks and 
investment advisers. 

George Curuby. a consul- 
. tant, forecasts from his anal- 
ysis* that the assets man- 
aged by foreigners could 
double to $70bn in the next 
seven years. “It is dear that 
Japan is at the beginning 
stage of a gold rush for the 
world's investment manage- 
ment community.” he says. 

At first glance this seems 
a compelling sign that Big 
Bang is ushering in real 
change. But the tale - like so 
much in Big Bang - is com- 
plex. For although the shift 
in the pension market is 
often described as part of 
“Big Bang”, it is not being 
driven by forthcoming regu- 
latory reforms alone. 
Instead, it owes more to reg- 
ulatory changes that have 
already occurred, and longer 
term pressures in the pen- 
sion industry. 

Until recently in Japan, 
corporate pension funds 
were managed by two 
groups: life assurance com- 
panies and trust banks. 
These were generally 
selected not according to 
performance, but traditional 
business ties, centred around 
the keiretsu business fami- 
lies. 

But this pattern has come 
under growing strain. The 
ageing population has left 
many corporate pension 
funds seriously under- 
funded. And the rates of 
return offered by Japanese 
life assurance companies 
and trust banks have been 
falling. 

This is partly because Jap- 
anese investment instru- 
ments have been performing 
badly in recent years. But 
many trust b anks and life 
assurance groups have also 
been using relatively unso- 
phisticated fund manage- 
ment techniques. They are 
also handicapped by their 
traditional business ties. Life 
assurance groups, for exam- 
ple, are often reluctant to 
sell shares in “related" com- 


panies, Irrespective of how 
badly they perform. 

Given this, some compa- 
nies have been looking for 
alternative fund managers. 
But until recently they were 
prevented from making too 
radical a switch because of a 
myriad regulations, such as 
the so-called “5-3-3-2” rule. 
This stipulated that more 
than 50 per cent of pension 
funds had to be invested in 
principal-secured safe assets, 
less than 30 per cent in secu- 
rities, less than 30 per cent 
in foreign assets and 20 per 
cent in real estate. 

But many of these regula- 
tions have been recently 
lifted. In 1996. for example, 
the government relaxed the 
5- 3-3-2 rule. Before this, it 
permitted companies to 
place some money with 
“investment advisers" (a 
third type of fond manager 
which generally offers a 
more specialist mandate 
than the life insurance or 
trust bank groups.) 

Last autumn it announced 
that LAs could manage “tax 
qualified" pension funds for 
the first time. Next year. LAs 
will be allowed to manage 
accounts in a single block, 
which will reduce their 
costs. And although Japa- 
nese companies cannot place 
more than 50 per cent of 
their money with LAs at 
present, this rule is also 
likely to be lifted soon. 

These changes have meant 
that some Japanese compa- 
nies are now shifting their 
money to better perfo rming 
fund managers - and, above 
all, to the more specialist 
mandates tha t LAs can offer. 

This has benefited some 
Japanese companies, such as 
Nomura and Industrial Bank 
of Japan, who are the largest 
IAs. But it has also ushered 
in a business surge for for- 
eign groups, who now 
account for 33 per cent of the 
IA sector. One reason is that 
many Japanese companies 
now want to increase then- 
overseas portfolios, and con- 
sider that foreign groups 


have better expertise than 
Japanese in this. But some 
companies also want to 
employ the specialist, 
research-based service which 
western groups offer - even 
for Japanese investments. 

Fujitsu, for example, uses 
Schroders, the UK fond man- 
ager, to manage part of its 
Japanese equities. And Sony, 
the electronics group, also 
uses some non-Japanese 
companies to manage Japa- 
nese funds, after it decided 
last year that it wanted to 
move to a more active style 
of management Indeed, for- 
eign companies now manage 
half of its pension money, 
after Sony recently withdrew 
its funds from life insurance 
groups. 

Masakazu Arikawa, gen- 
eral manager of Sony’s 
finance division says: "Even j 
though some life insurance 
companies have good 
returns they didn't meet our 
requirements.” 

Whether the rise in the 
western market share can 
continue at this pace Is 
unclear. If overseas markets 
experience a slump, the 
excitement about non-Japa- 
nese investments could ease. 
And cultural obstacles to 
using western firms still 
remain: in spite of the bold 
stance taken by Sony and 
Fujitsu, most companies are 
still reluctant to cut keiretsu 
ties. Furthermore, same Jap- 
anese companies are also 
scrambling to compete bet- 
ter with western groups. 

Bnt catching up with west- 
ern techniques will not be 
easy for many Japanese 
companies. And in the mean- 
time, Fujitsu itself sees little 
sign that the trend to use 
foreign groups win change. 
“I think one third of the Jap- 
anese asset managers have a 
chance of reaching the level 
(we want)," says Mr Okada. 
"But unfortunately two 
thirds of the Japanese com- 
panies do not." 

* Japan's Pension Market to 
2005, ISI Publications (852) 
2877 3417. $299. ~ 
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REGULATION • by Gillian Tett — - — p TJ • 

Crucial issue will determine the success ot Dig 


Investors need to 
see clear laws, 
corporate accounts 
and bank checks 
they can believe in 

This summer. 300 
bureaucrats at Japan's 
mighty Ministry of Finance 
will experience a subtle job 
change. Instead of working 
in the MoF's Tokyo head- 
quarters. they will move into 
a nother building next door 
to staff a newly created 
“Financial Supervision 
Agency”. 

The move is intended to 
show that Japan is reform- 
ing its system of financial 
supervision as part of Big 
Bang. The crucial question 
now is whether it will work. 

For although Big Bang is 
billed as a project about 
deregulation, its success now 
partly depends instead on 
regulation. Above all, with- 


out rapid reforms to the reg- 
ulatory system, there is a 
real risk is that the entire 
Big Bang project could foil. 

The problem is acute 
because the system used to 
run Japan's financial sector 
is strikingly different from 
that in modem Anglo-Saxon 
markets. 

Indeed, just how different 
has become clear to any 
onlooker in a series of cor- 
ruption scandals. First, last 
summer, it emerged that the 
country’s biggest four bro- 
kers had been quietly paying 
sokaiya - corporate racke- 
teers. 

Then it transpired that 
several large banks had been 
providing lavish entertain- 
ment - including wining and 
dining, golf, and trips to sex 
bars - to MoF officials who 
were supposed to be regula- 
ting them. It also emerged 
that several banks and bro- 
kers had also been using 
s imilar lavish entertainment 


to win eurobond contracts. 

And this month another 
scandal tumbled out: an offi- 
cial at the Bank of Japan 
was arrested for allegedly 
receiving favours in the 
form of lavish wining and 
dining from banks in 
exchange for market-sensi- 
tive information. 

To western eyes, this 
makes sordid reading. But 
the crucial issue is that 
these are not isolated inci- 
dents of individual crime. 
Such practices have been 
endemic in Japan for 

decades -and reflect a pat- 
tern of corporate behaviour 
that is profoundly different 
from that In countries such 
as the US. 

On paper, for example. 
Japan hais all the trappings 
of a modern capitalist sys- 
tem. There are accountants, 
shareholders, lawyers and 
laws. There is also a system 
of government supervision 
which produces regular 


reports on the banks and 
brokers. 

But these institutions have 
often played a different role 
from those in Anglo-Saxon 
countries. Accountants, for 
example, have been deeply- 
entwined with the compa- 
nies they monitored. Inde- 
pendent shareholders bad 
little power. Law suits were 
rarely used to settle business 
disputes. 

Meanwhile, the govern- 
ment itself has appeared 
more akin to a “puppet-mas- 
ter" pulling strings, than a 
neutral "umpire" overseeing 
the financial game. 

The key reason was that 
Japan used a system known 
as "administrative guidance" 
to decide what companies 
could do. In this, decisions 
were taken not according to 
clearly defined laws, but 
case-by-case informal consul- 
tation. 

Many Japanese have 
argued that the system 


worked well enough in the 
past. But it is fundamentally 
at odds with the avowed Big 
Bang goal to create “fair, 
free and global" financial 
markets. "Administrative 
guidance" is apt to stifle 
financial innovation; it bla- 
tantly discriminates against 
companies which do not 
have close personal links 
with bureaucrats. 

But the most pernicious 
problem is that the system 
does not bnild the market 
confidence that a globally 
competitive market requires. 
What international investors 
need to see, in other words, 
are clear laws, corporate 
accounts and bank inspec- 
tions that they ran believe 
in. 

Can Japan produce this? 
The government insists it 
wants to try, and had 
included some reforms 
within the Big Bang time- 
table. This summer, for 
example, the FSA will 


assume ultimate responsibil- 
ity for regulating the banks 
and brokers. This stop will 
effectively remove these 
powers from the MoF (just 
as supervision has been sep- 
arated from the Treasury in 
the US.) 

This spring, a new system 
of “prompt corrective 
action" will be introduced 
for internationally operating 
banks, which will, require 
the banks to adhere to 
tighter capital adequacy cri- 
terion. The FSA will have 
the right to order a bank to 
suspend its business if it 
foils to meet the standards. 

A similar system will be 
introduced for brokers: the 
FSA will be able to close 
down brokers which do not 
meet tightened capital ade- 
quacy standards of 100 per 
cent. 

These steps could, in the- 
ory. go some way to improv- 
ing the situation. But they 
do not solve the entire prob- 


lem. it remains cr ucial ly 
unclear, for example- exactly 
how the new FSA vriU oper- 
ate. And although it is 
assumed that the majority of 
the 300-odd employees will 
be fafr pn from the MoF, this 
appears a pitifully small 
number to cope with the reg- 
ulatory problems thrown up 
by Big Bang. 

Another, problem is that 
Japan has a severe shortage 
of lawyers and accountants 
who can impose new laws or 
deliver independent, credible 
accounts. At present only 
about 500 lawyers actually 
graduate each year. Japan’s 
law society has recently 
agreed to double this figure 
over the next few years but 
it has blocked suggestions 
that foreign companies 
should be allowed to set up 
competing businesses in 
Japan. 

The biggest problem 
remains the most intangible: 
the cultural attitude. Unless 


the MoF can master a new - • 
role as- neutral umpire-, j: 
-rather than “puppet oas- - 
ter" - it trill never be abfeto ; 
create a climate of <**B, Sir 
competition. • Similarly. 
unless Japanese companies 
themselves can accept that' . 
they need to be transparent ' 
in front of sharehot&f*. it 
will be difficult to win touts- " 
tor confidence, irrespective 
of the new FSA. “ r ^r - 
The eruption of th e reewrt .- , 
corporate scandals may be 
one. si g n that altitudes aid / ’ / 
(-bung in g Blit UR SCate Of 
reform now needed is huge. _ 
"The success of Big Bug ! • 
will not lie to the create* ef ; 
new laws. . . but a tranapor- - » 
ent and accountable raged* ; - 
tory process," argues Peter 
del Vechio. a lawyer wi& - - : - 
White and Case, the US Jaw : ‘ 
group. "Arbitrary awT non- 
transparent a dmini stration 
is capable of completely wfr- 
cerating the benefits at Kg , 
Bang." 


OSAKA • by Vincent Boland 


Stock exchange has taken steps to protect its po sition 


Developments 
such as J-Net 
should allow the 
OSE to hone its 
competitive status 

Nowhere are Tokyo's 
preparations for Big Bang 
being watched more closely 
than in Osaka, Japan's other 
financial centre and one that 
is very keen to maintain its 
own position as the coun- 
try's leading derivatives 
trading centre after deregu- 
lation takes root. 

At the Osaka Stock 
Exchange (OSE). and among 
the city’s large number of 
securities firms, there is a 
genera] feeling that they 
were the first to accept that 
something like Big Bang 
would have to happen one 
day. 

Market participants say 
they have a lot to gain from 
liberalisation, especially 
because it will greatly 
expand the market for new 
products, an area where 
Osaka already r-lalmg to be 


more competitive than 
Tokyo. 

"The bigger the bang, the 
better,” says Takuo Noguchi, 
senior executive director of 
the Osaka Securities 
Exchange. "The OSE has to 
the past worked for wide- 
spread changes in the way 
the markets are run, and 
will continue to do so." 

Self-interest is the motiva- 
tion. According to Goro Tat- 
s uml, chairman of Kosei 
Securities and president of 
the Osaka securities indus- 
try federation, the OSE han- 
dled GO per cent of all Japa- 
nese securities transactions 
until the second world war, 
but then its share began to 
decline rapidly. 

Today, the exchange 
about one-fifth of the busi- 
ness, although it dominates 
in futures and derivatives 
trading. 

Mr Tatsumi says the 
now should be to capitalise 
on the city’s strengths in 
futures trading, which he 
claims was invented there 
250 years ago with the devel- 
opment of a market for rice. 


Osaka Securities Exchange's current po si tion 
Demesne stock taring Futures traSng Options tracing 
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If the politicians in Tokyo 
and the country’s business 
leaders can get their act 
together and deregulation 
proceeds as planned, "Osaka 
can become a global market 
as for as futures and deriva- 
tives tr ading is concerned,” 
he says. 

The OSE has already 
taken steps to protect and 
enhance its position, 
although Mr Noguchi says 
that what really matters In 
Big Bang is not the number 
or range of new products 
that can be developed in a 


deregulated environment but 
the kind of trading systems 
that are put in place to trade 
them. 

Change is already evident 
at the OSE. with its banks of 
empty trading points and 
sparse floor trading. The 
advent of electronic trading 
means the cavernous OSE 
chamber, dating from the 
1930s, is rapidly becoming 
redundant. Equity and 
equity options trading were 
computerised at the end of 
last year. Plans are now 
afoot to introduce new index 
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derivatives in the next cou- 
ple of months in the finan- 
cial, consumer and high-tech 
sectors. 

But the rise of other 
exchanges in the Asia-Pa- 
cific region in the past few 
years, and the bursting of 
Japan’s stock market babble 
in the early 1990s. have 
takon their tolL OSE trading 
volume for the Nikkei 225 
futures contract, the mar- 
ket’s most liquid and impor- 
tant instrument is erratic. It 
reached Y137.000bn to 1997, 
but in 1991, for example, 
trading volume in the con- 
tract reached Y536,700bn. 

At the same time, trading 
volume in the Nikkei 225 
futures contract has been 
rising on Simex. although it 
remains well below the OSE. 
Nevertheless, competition 
between these two 
exchanges is almost certain 
to increase after Big Bang, 
h ank ers and securities mar- 
ket professionals agree: 

To counter this threat, the 
OSE is courting exchanges 
abroad for two-way co-opera- 
tion. Alliances with the Chi- 
cago Board Options 
Exchange and the Chicago 
Board of Trade and with the 
London International Finan- 
cial Futures and Options 
Exchange “will be realised 
in some form this year.” Mr 
Noguchi says, though he 
declines to elaborate. 

More important, from its 
point of view, is the comple- 
tion of its new J-Net elec- 
tronic trading network sys- 
tem now under development, 
which will be used to negoti- 
ate the details of a contract 
for cross-trading on the 
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OSE’s computer trading 
market Mr Noguchi says the 
exchange hopes to start test- 
trading the J-Net in Septem- 
ber. while the system is due 
to be fully implemented and 
working by the end of the 
year. 

For Osaka-based finan- 
ciers. the hope is that J-Net 
will enable the OSE to 
secure its competitive posi- 
tion with Tokyo in futures 
and derivatives trading and 
win more cash business. 
Tokyo currently handles 
four times as many cash 
transactions, Mr Noguchi 
says, adding: “J-Net should 
reduce this by half, but it 
will take several years to 
achieve that" 

Developments such as 


J-Net should also allow -the 
OSE to hone its competitive 
position against challenges 
from the nimble foreign 
exchanges snapping at 
Japan's heels. The exchange, 
in addition, hopes the tech- 
nological advances will 
enable it to increase its for- 
eign membership. Currently 
it has 27 such members, 
including almost all the big 
names in the securities busi- 
ness. 

Mr Noguchi insists, how- 
ever. that the Gsaka-Tokyo 
rivalry should not cloud the 
larger issue of where Big 
Bang will leave the country 
on the global fi nancia l map. 
“To outsiders, the OSE and 
the TSE appear to be com- 
peting. and there is competi- 


tion between us. Th^more - 
important issue Is not which . 
exchange will win. but bww 
Japan will be positioned iU-- 
global financial markets,” tae'~' 
says. . 

The development of thtV- " : i 
country’s financial markets 
has created deficiencies butj_\ 
also has many advantages. ' ; 

“There are deficiencies in 
our financial markets, but t . 
both government and the 
industry are now aware of • 
them," he says. “For the Jap- y.'r 
anese financial industry, its 
future depends on how much . 
of the legacy will be dto- " 
carded while keeping the ; . . 
good bits. Change offers a ' * 
chance for everybody, but.lt •“ . 
will be a tragedy for those ... 
who cant keep up.” 
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Political pressures 
could cool the 
innovative 
ardour of western 
white knights 

Take a glance at Tokyo’s 
financial world this spring, 
and it might appear that a 
giant dating game is under 
way. For over the past year 
a new wave of corporate 
flirting has emerged between 
Japanese and western firms. 

There have been some 
fully fledged marriages: this 
summer, for example, Swiss 
Bank Corporation is to set 
up three joint ventures with 
the Long Term Credit Bank 
of Japan, the first such con- 
cluded by a western bank in 
Japan. 

There have been many 
other, much more loose alli- 
ances: Putnam, the US 
mutual fund, to cite another 
example, has recently agreed 
to collaborate with Nippon 
Life, the largest Japanese 
life assurance group, in asset 
management. 

And though SUCh alliannog 
are not entirely new, the 
trend highlights two key 
points about Big Bang. 

One is that the financial 
changes are now attracting 
unprecedented interest from 
western groups. The second 
is that westerners wanting 
to enter Japan’s markets 
now face some difficult stra- 
tegic decisions. 

The problem is as follows: 
western companies have 
financial skills which Japa- 
nese markets lack. Mean- 
while, Japanese companies 
have well-established corpo- 
rate and retail distribution 
networks which the western 
groups do not possess. 

Some western companies 
have decided to solve this by 
renting distribution space, 
or by building it themselves. 
Citibank, the US group, for 


example, has built its own 
retail banking business; JP 
Morgan is taking an inde- 
pendent path in investment 
banking. But this is expen- 
sive and time-consuming: it 
has taken Citibank about a 
decade to develop its own 
network, for example. 

One short cut might be for 
a western group to buy a 
Japanese company. This, 
after all, was precisely what 
occurred after the 1986 UK 
Big Bang, when foreigners 
acquired many British mer- 
chant banks. And last year it 
was widely muttered in 
Tokyo that this might be 
about to occur in Japan as 
welL 

But this seems unlikely. A 
few purchases have 
occurred: GE Capital, the US 
financial services company, 
for example, has bought two 
small consumer finance 
groups. But these remain 
exceptions. 

This is partly because 
Japan has limited tradition 
of mergers and acquisitions. 
But it is also because poten- 
tial purchase candidates are 
limited. 

Successful financial 
groups are extremely expen- 
sive. But the poor perform- 
ing - and cheaper - compa- 
nies are usually weighed 
down by bad loans. Jud ging 
the scale of liabilities is diffi- 
cult. because Japanese 
accounting practices are so 
opaque. And even if a pur- 
chase can be agreed, a fur- 
ther problem is that Japan's 
rigid labour laws main * it 
costly to cut staff. 

So where does this leave 
the westerners? Some have 
recently produced some 
innovative solutions. Merrill 
Lynch, the US Investment 
bank, for example, has 
wanted to develop a broker- 
age network for years. How- 
ever, it tuts been reluctant to 
buy an entire Japanese com- 
pany or start from scratch. 
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The collapse of Yamaichi 
Securities, Japan's fourth 
largest broker, last Novem- 
ber offered it another option: 
picking the assets it actually 
wanted from Yamaichi with- 
out buying the entire group. 
Earlier this year it 
announced that it would cre- 
ate a company capitalised at 
about $300m by purchasing 
30 of Yamaichi ’s brokerage 
outlets, and hiring some 
2.000 of its staff. 

GE Capital has used a tac- 
tic similar in spirit, albeit 
different in form. It recently 
announced that it would 
inject Y72bn into a “joint 
venture" with Toho Mutual, 
the ailing life insurance com- 
pany. This will control all of 
Toho’s new business, and 
acquire 7.000 of its 10,000 
staff. And GE Capital will 
have 90 per cent control over 

the group - a state of affairs 
that Toho only accepted 
because of its own dire 
financial state. 

Such tactics seem canny 
and more examples may 
soon emerge. The Ministry 
of Finance is eager to find 
"white knights" for the 
hordes of weak banks, bro- 
kers or life assurance groups 
that now exist. 

But such tactics also cany 
risks: western "white 
knights" could foce political 
pressure to provide addi- 
tional support at a later 
date. GE Capital, for exam- 
ple, insists that it does not 
have any legal exposure to 
Toho Mutual’s old, troubled, 
business. However some Jap- 
anese life assurance groups 
want the US company to 
contribute funds to help the 
rest of the life assu ranc e sec- 
tor. 

Another option is a more 
equal partnership or alli- 
ance. SBC's alliance with 
LTCB. for example, involves 
50-50 ownership, although it 
will be staffed mostly by the 
western side (partly because 


SBC is itself currently merg- 
ing with Union Bank of Swit- 
zerland). And . there are-.- : 
many looser alliances: Nikko 
Securities and Smith Barney 

are jointly developing “wrap 

accounts": Bankers Tniftr 
the US group, is working 
with Nippon Credit Bank-in- • 
securitisation; Goldman 
Sachs is collaborating with 
Yasuda Trust bank in the 
property business. 

But alliances also carry • - 
problems. Managing a Joint 
venture - or even a loose 
alliance - is difficult to 
Japan because of cross-cul- 
tural differences. And Big 
Bang has created an added 
problem: some Japanese 
businessmen suspect that 
the western groups only 
want alliances now to .. 
“pinch" good clients ah«id 
oi reform; westerners sus- 
pect the Japanese in turn . - 
are now trying to “pinch" . 
western technology and : 
skills ■_ . 

. Those actually involved to ' 
joint ventures insist they - • 
will work. Steven Spiegel, -. 
senior managing director-bf -- 
Putnam, says: “The dangers 
have entered our mind, but 
remain manageable. We are 7 
very, happy about how the; 
partnership (with Nippon 
Life) is wo rking " 

Or as Katsunobu Ohogl,’ 
president of LTCB. said 
recently about his dealjaitfr 
SBC: “Working together ' 
means we are stronger. .*■ 

We complement each other?' - 7 
And if these alliances do 
develop smoothly, they • 
could indeed offer a fonruda-. _• 
ble platform with which to . 

COpe With finanriat refOtTO- 

But in the short term, there 
will he some intriguing .cul- 
tural and management ctod* / - 
lenges. :’-’r 

Westerners wanting to. - 
gain a strong presence is toe - 
Japanese market, to other % •... 
words, are unlikely -to fihd .Vj-, 
any easy short cuts. 
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